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TERRORISM SPAIN 


POLICY STATEMENTS, KIDNAPING RESPARK TERROR ISSUE 


Madrid Lays Out Policy on Handling Terrorism 


Madrid ABC in Spanish 4 Jan 83 pp 9, 22 


[Text] The minister of interior will undertake a series of steps to prevent 
contact or dealings on the part of so-called "middlemen" and other individ- 
uals in situations involving kidnapping and other forms of terrorist extor- 
tion and blackmail, when their involvement or activity would involve direct 
or indirect collaboration with the armed gang. At least this was what the 
director of state security, Rafael Vera, announced during a news conference, 
during which he gave a detailed explanation of the process of obtaining the 
release of industrialist Saturnino Orbegozo, and the investigations being 
pursued with a view to the arrest of the balance of the ETA p-m [Basque 
Fatherland and Liberty Group (political and military)] VIII Assembly members 
who participated in this action. 


Other participants in the press conference included the general director of 
the Civil Guard, Lt Gen Arambyru Topete; the general commissioner for infor- 
mation, Jesus Martinez de la Torre; the MULC representative for the Basque 
and Navarre regions, Commissioner Fernando Alvarez; the head of the Civil 
Guard Command in Pamplona, Lieutenant Colonel Lara; and Sgt Pedro Guerrero 
Arias, who carried out this operation, and another officer who also partic- 


ipated. 


Mr Vera stated, first of all, the intention of the Ministry of Interior to 
tolerate no transgression of the law, even, he said, "when we find ourselves 
in situations in which humanitarian considerations might suggest that certain 
extremes justify a more permissive interpretation of the legal texts." 


Along with prosecution of the "intermediaries," whose actions constitute a 
crime (Rafael Vera cited Article 147b of the Penal Code, specifically), it 
was announced that, in collaboration with the Ministry of Justice, the perti- 
nent legal reforms will be undertaken in order to penalize any kind of 
economic aid to armed gangs, either in the form of a "revolutionary tax" or 
the payment of ransom in cases of kidnapping. 


In this effort to hinder the terrorist groups' methods of obtaining financing 
as much as possible, the general director of state security also said that 
the monetary authorities will prevent any effort to take the money necessary 
to meet the demands in these criminal actions outside the country. To this 





end, the necessary legal apparatus will be made available immediately to 
allow maximal poli. intervention to block any means of financing for the 
armed gangs. With this intent, Rafael Vera said that the current accounts of 
kidnap victims and their family members may even be frozen, a possibility 
still under consideration. 


Illegal Intermediaries 


With regard to the role played by middleman Juan Felix Eriz in the kidnapping 
of Mr Orbegozo, Rafael Vera announced that he was released by court decision, 
after interrogation by the police to obtain further information about the 
terrorist action. In this connection, Mr Vera said that the action in which 
Eriz engaged constituted a crime and, he added, "in the future, anyone who 
offers to play such a role should know that he is acting outside the law." 


According to the police officials present at the press conference, this was 
not the first such action by Mr Eriz. He has served as a middleman in 
various kidnappings, for example that of Mr Arrasato (carried out by the 

ETA p-m, involving a ransom of 30 million pesetas), in which case he negoti- 
ated with ETA member Pertur and a committee appointed in this connection; 
that of Mr Garavilla (also perpetrated by the ETA p-m, involving 30 million 
pesetas), negotiating with Txomin; the kidnapping of the industrialist 
Liperheide (ETA m, 50 million pesetas), that of Mr Allende (also carried out 
by the ETA p-m, 20 million), and that of industrialist Orbegozo, in which the 
initial demand of ransom in the amount of 600 million was later lowered to 
200 million. "In all these cases," Rafael Vera said, "Mr Eriz says he 
received no more than a box of cigars for his efforts. What we have now 
done,'' he added, "is to issue a warning for the future. We will not tolerate 


such activities." 


Despite the figures cited, it is known that Jose Lipperheide paid a ransom of 
150 million pesetas, and not 50, as Rafael Vera reported. On the other hand, 
the figures involved in the Orbegozo case might come to as much as 800 mil- 
lion, for the initial demand, and 150, following the negotiations. 


Police officials discussed the Orbegozo case at length, providing all kinds 
of details, except for those which might hinder the investigations currently 
being pursued, since only two members of the ETA commando unit, those who 
were with the industrialist when he was released, have been arrested. 


Lieutenant General Aramburu summarized the activities pursued by the Civil 
Guard, including monitoring and stopping road traffic, searching villages, 
huts, roadside inns, etc., and numerous patrols. Some of these had even ven- 
tured almost to the boundaries of the province of Leon. An anonymous call 
enabled the police to locate the hut in Donama: ia where Orbegozo was being 
held. By questioning informers, Civil Guard «rcficials learned that if this 
had not been established earlier, it was because the occasional presence in 
such huts of young people from the Basque region, who spend weekends there, 


is a common occurrence. 











Stubbornness and Luck 


The general director of the Civil Guard admitted that luck played a role in 
solving the kidnapping, "but one must seek one's luck, and that is what these 
men did. A number of undertakings were carried out, and we went to every 
place we were summoned. Luck, yes, but one must also recognize the stubborn 
effort invested in solving the case by the state security forces." 


Sergeant Guerrero also recounted the efforts reported in recent days--the 
approach to the hut, the examination of the garbage and food scraps, the 
entry through a hole made in the roof, and finally the location of 


Mr Orbegozo. 


In this connection, Lieutenant General Aramburu discussed his talk with the 
liberated industrialist, who said he had heard footsteps on the roof of the 
"hut." The kidnappers also must have heard something, for which reason 
Orbegozo said to them: "There are people up there who are stronger and braver 
than you. Let's see what you'll do." To this the kidnappers responded: 
"Please, Mr Orbegozo, teil us what to do." He told them to put down their 
weapons. Orbegozo also said that one of the kidnappers then began to tremble 


like a child. 


Once the Civil Guards gained entrance to the hut, they heard a voice begging: 
"Please don't shoot, don't shoot. We have Mr Orbegozo." An older man im- 
mediately stepped forward and said to them: "Hello! I am Saturnino Orbegozo. 
Many thanks. Don't shoot, let them surrender." 


As to the terrorists' intention to kill the industrialist, the police offi- 
cials said they did not know of that decision, although Lieutenant General 
Aramburu said that Mr Orbegozo had been blindfolded throughout his captivity, 
his hood only having been removed the preceding day. The conclusion reached 
by Aramburu Topete was that h{s captors did not want Mr Orbegozo to be able 


to recognize them subsequently. 


Or the day he was kidnapped, Mr Orbegozo was seized, with his car, by com- 
mando unit members Rodriguez Milloa and Gregorio Manso. The former drove the 
industrialist's Mercedes while the other aimed a weapon at him from the back 
seat. In Beasain, Elena Barcena was waiting in an R-5. The terrorists got 
into that vehicle, and after putting dark glasses on him, they informed 
Orbegozo that he would be taken to a village in Navarre. He was put ina 
cellar where he stayed for several days. Then, because of the humidity 
caused by the snow, the terrorists transferred him to the upper portion of 


the hut. 


With regard to the attitude of the members of the commando unit in avoiding 
confrontation with the Civil Guard, Aramburu Topete said that the ETA members 
"do not fight unless they have a 90 percent chance of emerging victorious." 


In the course of the investigations now being pursued, it was learned that 
this same commando group planned to carry out another kidnapping in the 








Basque region or Madrid, and that a substantial number of explosive artifacts 
had been placed, a.*hough the locations could not be determined. 


Rafael Vera stressed, in conclusion, the high level of citizen cooperation 
which has begun to be seen in the Basque territory in approximately the past 


2 years. 


On the subject of the robbery of the Bank of Andalusia in Marbella, Vera said 
that he would shortly report on the police investigations, "based on impor- 
tant clues," but he denies the reports carried in some of the media in recent 
days, whici: he dismissed as "speculation." 


ETA Kidnapping Activates Government Policy on Terrorism 


Madrid EL PAIS in Spanish 11 Jan 83 p 1 


[Excerpts] The kidnappers of the 20-year-old youth Miguel Ignacio 
Echeverria, who was taken from his home in San Sebastian yesterday at pistol 
point by two armed individuals who said they represented the ETA, have 
demanded payment of a ransom in excess of 160 million pesetas (125 million in 
pesetas and 2 million French francs) within a period of a week. Through an 
official spokesman, the Ministry of Interior has made it known that it will 
prosecute the middlemen and will use every available means to prevent the 
payment of any sum to the terrorists. 


The news of the kidnapping of a member of the Echeverria family in the early 
morning hours yesterday stirred Basque public opinion, still in the grips of 
the collective anguish caused by the kidnapping of Saturnino Orbegozo, who 
has now left the Basque region, together with his family, to escape the 
threats of the ETA p-m VII Assembly terrorists. 


Indignation in this case has been if possible even greater, because of the 
situation created when the Ministry of Interior announced on 3 January that 
the middlemen in any kidnapping will henceforth be prosecuted and all the 
necessary police and monetary measures necessary will be implemented to 
prevent the payment of any ransom to the kidnappers. 


A few hours after young Echeverria was kidnapped, a Ministry of Interior 
spokesman again recalled Mr Barrionuevo's warning. However, it is not known 
whether any instructions have been issued with a view to blocking the bank 
accounts of the Echeverria family. The kidnapping of Miguel Ignacio, an 
engineering student, was perpetrated at 8:30 in the morning by a commando 
unit of three young men, two of whom forced the gatekeeper at the estate 
where the family resides to accompany them to the Echeverria house, 


Before departing, the kidnappers left a statement saying that the family had 
seven days to obtain the sum demanded, specifying that the amount of the 
demand--160 million--could neither be negotiated nor reduced. 











Garaikoetxea Tells of Popular Disgust With Terrorism 


Madrid EL PAIS in Spanish li Jan 83 p 9 


[Article by Tonia Etxarri] 


[Text] Vitoria--"Lendakari" Carlos Garaikovetxea, who is without the slight- 
est doubt the leading Basque authority, issued a warning to the kidnappers of 
Miguel Ignacio Echeverria in the following terms: "Let those responsible for 
the kidnapping know chat their actions may lead to a reaction without prec- 
edent on the part of our people, who are sick and tired of what they regard 
as gangsterism in a political disguise. If they take the opinion of the 
people into account and if Basque interests mean something to them, they will 
not persist in an attitude which is destroying the country and blocking the 
path to their reincorporation in Basque society." 


The kidnapping of Miguel Ignacio Echeverria has caused general indignation in 
Basque political circles. While the interior advisor of the Basque govern- 
ment, Luis Maria Retolaza, termed the kidnapping "ghastly and catastrophic," 
the secretary of the Basque Socialist Party, Txiki Benegas, appealed to 
Basque citizens to "report any suspicious fact which may contribute to the 
release of the kidnap victim, for the good of democracy and the Basque 
nation." With the kidnapping of industrialist Saturnino Orbegozo still fresh 
in. the minds of everyone, the seizure of Miguel Ignacio Echeverria astonished 
the majority of the representatives of the Basque political spectrum. 


After the interior adviser to the Basque government, Luis Maria Retolaza, 
voiced his "indignation at and condemnation of" the kidnapping of Miguel 
Ignacio Echeverria, the secretary general of the Basque Socialist Party 
issued an appeal to the people, asking all Basque citizens to cooperate with 
the police in providing any information which might contribute to locating 


the authors of the crime. 


'We are faced with a new act of barbarism on the part of the enemies of free- 
dom and the Basque people," Txiki Benegas said. "Acting like criminals of 
the worst kind, they have attacked one of the basic human rights, the right 


to freedom." 


After a public expression of his solidarity with the suffering family, the 
leader of the Basque socialists said that this action "shows once again that, 
despite the success and progress achieved in the struggle against terrorism, 
it may be a long one. But we must understand it, knowing that sooner or 
later the free will of the Basque people will triumph over these bands of 
assassins.'' Txiki Benegas stressed that the best way of ensuring the release 
of Miguel Ignacio Echeverria and preventing his murder is "to collaborate 
with the state security forces." 


The Basque Communist Party, for its part, urged all civic organizations in 
the Basque autonomous community to "react by jointly sponsoring a campaign of 
citizen demand to obtain the release of the kidnap victim."" Also, the Basque 











communists especially stressed that the ransom demand made by the kidnappers 
"is an attack upon ‘bor stability itself." 


Manuel Fraga, president of the Popular Alliance, stated that "'the new wave of 
robberies and kidnappings confirms once again that the problem of separatism 

and the armed actions of the ETA--by any of its branches--have nothing to do 

with the policy of the government or the degree of autonomy, but represent a 

battle against the Spanish nation and its unity, pure and simple, and must be 
dealt with as such, without neglect of any of the constitutional tools avail- 
able. Only on that basis can negotiations with the French government or 


any other party be pursued." 
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ENERGY ECONOMICS FINLAND 





PAPER DEFENDS NESTE OIL FIRM AGAINST SOVIzT CHARGES 
Helsinki HELSINGIN SANOMAT in Finnish 14 Jan 83 p 2 
(Editorial: "Neste Is Right"] 


{Text] Finnish trade officials have assumed the right to interpret the thoughts 
of our Soviet partners in cooperation, Our neighbors have presumably been on 
their guard against Neste's openness with regard to its Soviet oil trading 
activities, That is why Neste should have kept these ventures, which have ex- 
panded Finland's opportunities to export to the Soviet Union by about 3 billion 


marks, a secret, 


Neste's answer to these contentions is commedably firms Concealment is nct in 
keeping with comapny policy, not even in trading agency affairs, Neste knows 
whereof it speaks, It has learned this noble principle in the tough school of 
experience, in part through its Achilles’ heel too, 


It would not have gotten very far in this matter by maintaining silence, Be- 
cause of the situation itself, the affair would have been leaked in the colums 
of the watchful Western press, It would also have nourished the wrong impres- 
sion of Finland as a mere pawn working for the trade interests of others, 


The confidential relations of Finland and the Soviet Union can stand openness, 
Qn the other hand, it is to the advantage of Soviet authorities to voice their 
opinions directly to Neste managers without resorting to official couriers who 


are likely to have a secrecy mentality, 
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ENERGY ECONOMICS FINLAND 


SOVIET UNION ANGERED THAT FINLAND REVEALED LIBYA OIL DEAL 
Helsinki HELSINGIN SANOMAT in Finnish 13 Jan 83 p 23 


[Article by Jyrki Iivonen: "Trade Officials: USSR Piqued with Neste; Oil 
Transshipment May End Soon" | 


[Text] The transshipment of oil from the Soviet Union to third countries via 
Finland may end earlier than had been hoped, According to high Finnish foreign 
trade officials, the Soviets are indignant because Neste has publicly spoken 
of its trading agency activities, According to evaluations of the situation, 
this probably produced the impression that Neste has underestimated the 
Soviets’ ability to sell their own oil to Western markets, 


Aside from this, the trading agency business may end because the oversupply 
situation in the oil market is ending and also because the Soviets in general 
do not like to have foreigners handle their middleman activities, 


Neste has rejected this view and emphasized that concealment is at present not 
in keeping with the company's policy — not even in trading agency activities, 


According to trade officials, Soviet anger has been further fed by the fact 
that Neste apparently sold several cargos of oil to British Petroleum in 
England from which these consignments later wound their way to the Federal 
Republic of Germany, among other countries, There they were peddled more 


cheaply than "genuine" Soviet oil, 


Neste points out that it has been "purposeful and nonspeculative" in the trad- 
ing agency business, According to the company, buying oil from the Soviet 
Union was particularly profitable at a time when oil was scarce, Now, during 
a period of perhaps temporary oversupply, procuring oil from the Soviet Union 
has not been profitable for Neste, but it has been advantageous for the nation 
and in terms of trade policy, 


At Neste trade officials’ censure of its bragging is regarded as tedious "fret- 
ting" associated with the nature of Finns, 








Oil Came from Libya 


Neste buys 8 million tons of crude oil a year from the Soviet Union for domes= 
tic consumption, In addition, last fall they agreed on an extra consignment 
of a million tons which was to be placed on the international market, 


Neste has announced that it is prepared to raise its transshipment volume to 

2 million tons, which would balance trade between Finland and the Soviet Union 
by 2 billion marks, The oil's country of origin, however, is not the Soviet 
Union but Libya, 


Should Have Kept It a Secret 


In the opinion of Finnish officials, the right way of handling it would have 
been to keep the sales a secret, whereupon the Soviet seller would not have 
been placed in such an embarrassing position, Concealment would, however, 
probably have led to an unsuccessful conclusion, Before long the real nature 
of the activities would have been reveaied and then Neste would, if worst came 
to worst, have been branded a funder of Libyan arms purchases, 


Neste is not interested in what the Soviet Union trades for the oil it gets 
from Libya, According to the company, "everyone, nevertheless, understands 
what kinds of business deals are involved," Libya's biggest arms supplier is 
the Soviet Union, 


In balancing trade with the Mast a very special trading agency arrangement was 
entered into because the volume of imports from the East is hard to increase 

with other products, The fact that the country of origin of the oil is Libya 
is probably because the Soviet Union has had difficulties with its own produc- 
tion, Shipments to the small CHMA countries were cut by 70 percent last year, 


Soviet oil accounts for a third of all of Neste's trading agency activities, 
Cther such activities involve North Sea oil and many different kinds of trade 


deals, 


Neste has also eased Finland's trade balance problems by shortening oil payment 
terms to the soviet Union by a month, Im conjunction with Libyan oil, the com 
pany has expanded Finnish opportunities to export to the Soviet Union by about 


3 billion marks, 


Trading agency activity is a new field of conquest for Neste, este has re= 
cently spread out into several new fields, among them acting as a coal importer 
and a manufacturer of batteries, 


While Neste has long engaged in trading agency activities in Finnish enter= 
prises, its noisy start in trading agency activities is viewed as just a bit 
inexperienced because in this field a quiet, calm beginning is generally re- 
garded as a virtue, Proof of the success of trading agency activities is 
usually obtained slowly in the course of years, 

The criticism Neste has received is also an even more obvious aspect of the 
common suspicion that the state oil monopoly has been using profits obtained 
from the gasoline and oil trade for investments in new fields in a way that 
puts Neste as a wealthy monopoly in a differently ranking position alongside 


other Finnish businesses, 


11466 9 
CSO: 3617/56 








SN=&RGY ECONOMICS FINLAND 


SOVIET UNION AGREES TO LOWER OIL PRICSS; “EXPORT AMOUNT siT 
Helsinki HSLSINGIN SANOMAT in Finnish 13 Jan 83 p 23 


Article: "Soviet Oil Gets a Little Cheaper; Consumer Prices Will Not Drop, 
at Least Not Immediately" ] 


[Text] The price of crude oil imported into Finland from the Soviet Union 
will drop, Neste general manager Jaakko Ihamuotila describes the reduction 
@s a marginal one which follows the drop in oil prices on the world market, 

A lowering of consumer prices will not follow the reduction in the price of 
soviet oil, at least not immediately, Neste and the Ministry of Commerce and 
Industry will begin talks on a possible lowering of consumer prices at the 


end of next week, 


Among other things, the price pressure on oil company distribution commissions 
that has been accumulating is slowing down the drop in consumer prices, The 
distribution companies have already applied to pricing officials for hikes in 
their rates, 


Aside from the price of crude oil, the course of the dollar exchange rate in- 
fluences consumer prices of liquid fuels, since crude oil trading is as a rule 


conducted on a dollar basis, 


According to Neste assistanv general manager Kai Hietarinta, it might be poss-= 
ible to lower consumer prices if the dollar were to be stabilized at its pre- 
sent level, "The dollar is now floating," Hietarinta, who returned to Finland 


Wednesday evening, asserted, 


Neste general manage Jaakko Ihamotila had already returned from negotiations 
engaged in in Moscow on Tuesday evening, 


Seppo Rautio, chief director of the Ministry of Commerce and Industry, reminded 
us that the price of crude oil is not the only factor that affects consumer 
prices, In addition to the price of raw materials, refinery industry as well 
as wholesale and retail business costs affect consumer prices, “If we look 

at this whole picture, we may draw the conclusion from the current situation 
that we will scarcely have to now at least raise prices in the near future, 
Whether they manage to drop during the spring will to a large extent depend on 
the course of the dollar exchange rate," Rautio said, 


10 





After the OPEC price conference held at the end of last year, crude oil prices 
dropped on the international market, At that conference OP:C decided to keep 
its former base price, $34 a barrel (159 liters), in effect, 


On the international market, however, oil is sold for considerably less than 
that, The lowest quotations on the so-called spot market have even dropped 
below 330, Iran, for example, has sold some scattered consignments at a price 
of 329,50 a barrel, 


After the OPEC conference the price of Arabian light oil, regarded as a sort 
of basic type, was also cut, It has dropped to a level just barely over 330 
from the $33 level it was at last October, 


The base price of North Sea oil in effect at the present time is $33.50, al- 
though oil is now being soli for a little under $31 a barrel, 


The price level of North Sea oil is also significant for the Finnish=Soviet oil 
trade sit.ce, as we know, the Soviet Union has begun to pay more attention than 
before to the evolution of North Sea oil prices in pricing its own oil, 


According to international news agencies, the Soviet Union recently announced 
that it was lowering the price of oil to be sold to its Western customers, 
The current price level is generally about $31-32 a barrel, 


8 Million Tons of Oil to Be Imported 


According to Hietarinta, the reduction Finland is to receive from the Soviet 
Union is not a full dollar, "If the reduction were as big as a dollar, we 
could talk of a sizable price reduction and not of a marginal one," Hietarinta 


remarked, 


The amount of crude oil to be imported from the Soviet Union was also agreed 
on during negotiations in Moscow on Monday and Tuesday, All told, Neste will 
import the maximum amount of oil stipulated in the trade agreement between the 
two countries, or 8 million tons, 


In addition to price and the amount to be imported, Neste's chemical division 
trade agreements with the Soviet Union were discussed during the negotiations, 
However, natural gas was not discussed at this time, 
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ENERGY ECONOMICS FRANCE 


EEC TO INVEST LARGE SUM IN BIOMASS GASIFICATION 
Paris L'USINE NOUVELLE in French Supplement to 16 Dec 82 pp 8-9 
[Article by Daniel Kerel: "Green Energy: A Profusion"] 


[Text] Considerable progress has been made the past 
few years in the fields of production, transformation 
and use of energy from the biomass, to the point that 
in several industries, the technologies are basically 
already available. All that remains is to "store" the 
energy of tomorrow! 


Forty countries represented, 210 scientific and technical posters, two 

days of lectures and discussions: The International Congress on Energy 
from Biomass, organized in Berlin by the European Communities from 22 to 

23 September this past year, first emphasized the "mastery of the resource.’ 
Because, while technology already makes it possible to produce green 
energy, the "resource" remains, in quantity and cost, the limiting factor. 
And, if we want to substitute more than 200 million tons oil equivalent 
(TOE) by the year 1990, it is necessarily required--and that is the great 
novelty that appears--that the co-mon agricultural policy from now on 
include the aspect of "product{jon of biomass energy." 


' 


This is because the use of plant wastes alone cannot suffice to produce the 
quantity of dry materials corresponding to this objective. Which explains 
all the talk in Berlin about "energy" crops and their financing, about 
"alternative" sources such as single cell algae, about agricultural 
techniques for the improvement of the productivity of [plant] species or 
even about biological and genetic research aimed at raising the efficiency 


of photosynthesis... 


Producing biomass in large quantities would be of only limited interest 

if suitable techniques for converting them into energy were not available. 
In these industrial nations, the thermochemical conversion of dry 

biomass (particularly wood) is on the agenda. A very broad program 
financed by the EEC is aimed at developing gasification teclhmologies 
making possible the synthesis of methanol from poor gases. Four large 
European companies, including Creusot-Loire, have presented their efforts 
for using fluidized bed gas generators by homogenating the reaction medium, 
thereby avoiding the appearance of cold points and the formation of tars. 
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Gasification also involves low power apparatus (below 250 kW) for the combined 
production of charcoal and motor force aimed at developing countries. 
Unfortunately, this small equipment cannot use fluidized bed techniques 
(because of cost) and little innovation has been noted since...1945. 
However, there is a pressing need for small gas generators adapted to a 
specific residue (rice straw, coffee bean shells, etc.) in the developing 
countries and two programs of national importance are noted in South Africa 
(30,000 gas generators) and in the Philippines (1,000 devices) which 
"constitute an opportunity for European technology." Heat uses are 
promoted in this way and it has to be admitted that this industry appears 
to be the most useful in the short term. For example, in France two-thirds 
of fuel oil imports are used for heating, whereas a third is devoted to 
transportation. But at the Berlin conference, they had to admit that 

there is currently very little research on the question. 


Methanol Fermentation: A Dutch Success 


Methanol fermentation: another industry principally devoted to heat uses. 

A CEE study numbers 500 operating digesters, 75 of which are four agro-food 
wastes. The most spectacular presentation of results comes from the 

Dutch who have developed a fludized bed digester producing 30 m?/m>/day of 
biogas with a depollution rate of 90 percent for an effluent at 5,000 
mg/liter of COD (chemical oxygen demand). At least on the 300 liter pilot... 


On the other hand, the results obtained by L'Air Liquide on pig slurry on 

a stable bed (4 an? fa? /day) and by the IRNA [National Institute for Agronomy 
Research] at Narbonne (distillery vinasses on a "Flocor" bed) or by the 
recovery of biogas in controlled discharges (Montaubert) are also promising. 
Finally, the Italians and particularly the Japanese are interested in the 
fermentation of the organic portions of household garbage mixed with aerobic 
station sludges. The Japanese (Hitachi), by a three phase treatment, 

obtain productivities of 3.2 m3 /m3 /day while the Italians do not exceed 

a productivity of 2.6 m3 /m3/day for a single phase process. All of these 
results give the impression that considerable progress has been made 
(tripling of efficiency in 5 years). There remains this delicate problem 
of the use of the gas: purifying it for making electricity in an electricity 
generating unit is still very expensive and unsure (motor corrosion). It 

is sometimes better to make a fuel of it (case of a purification plant 


in the London suburbs)... 


The last industry studied during this conference was the fuel industry. 
The most advanced research concerns essentially the production of ethanol 
(alcohol generating plants) and methanol (wood gasification). In addition 
to the traditional crops for ethanol production (beets, cane), there is an 
orientation towards the search for new sources of fermentable carbon such 
as the Jerusalem artichoke or manioc, but also lignocellulose fibers which 
can supply, in addition to pentoses that are fermentable into alcohol, 

an entire series of other products whose uses are chemical (phenol, xylene) 
or fuel (hydrocarbons). Even completely different (natural cellulose for 


paper pulp). 
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At Berlin, the commitment of Battelle, which is studying means for soft 
cracking of wood a* 100°C in the presence of phenolic solvents was noted. 
In this way pure cel..lose (paper pulp), pentoses (fermentation) and 
excess phenols (hydrocracked lignine) are recovered. This process should 
be adaptable to existing manufacturing units, which, for Batelle, is a 
sine qua non condition for success in the current use of the biomass in 
the chemical sector. Elf-Aquitaine, on the other hand, prefers the older 
acid hydrolyses: when many other techniques have been proposed to 
liquify and split lignocellulose fibers: catalytic hydrogenation in the 
presence of nickel at 400°C and 200 bars of hydrogen pressure (!) a 
hydrogen flouride treatment, flash heat liquefaction, etc! 


In most cases, they are concentrating on yanol production by producing 
a glucose substrata whose fermentation th are trying to optimize either 
by pretreatments (specifically enzymatic) by the development of fixed 
yeast fermentation (Japan) or by mixing the juices extracted and fermen- 
tation. However, according to the Speichim company, the percentage of 
alcohol in the must obtained is of little importance, since most of the 
energy is spent during rectification to obtain alcohol at 99! GL [liquid 
gas]. On this subject, it seems that the 4.7 million cubic meters 
produced in 1982 in Brazil--divided into 0.8 million cubic meters of pure 
fuels, 2 million for chemical use and 1.9 million for gasoline additives 
(carburol)--are not as water free as they should be. Although the 
Brazilians assure us that 50 percent of the 1987 objective has been reached, 
they were saying in the halls that "the motors are conking out." 


A Great Technology Transfer 


The methanol obtained directly by catalytic synthesis does not have to be 
distilled. That is one of its advantages, the other being the better 
productivity per hectare compared to ethanol. Therefore, they are trying 
to pretreat the fibers or to orient gasification to the production of a 
mixture of poor gases in the proportions of methanol synthesis. While 
methanol and ethanol are gasoline substitutes, vegetable oils (pretreated) 
are the closest "green fuel" to fuel-oil. They have been studied by 
Volkswagen in view of their use in Diesel motors. Le Gerdat at Montpellier, 
for its part, is building a pilot unit in Malasia for the production of 
fuels from the solid lipid waste obtained from the palm industry. This 
residue (principally palmitic acid) is cracked in the presence of laterite 
(catalyst) and supplies a fuel with characteristics close to those of fuel 
oil (LHV [low heat value], viscosity, octaine index, tar contents): a 
million TOE fuel could be produced in Malasia without changing the production 
of cooking oil! The prospect of a great technology transfer in which the 
AFME [French Agency for Energy Control] is participating. 
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ENERGY ECONOMICS FRANCE 


OFFSHORE INDUSTRY SEEKS HIGH TECHNOLOGY, NEW MARKETS 


National Industry 'Threatened' by Competition 


Paris L'USINE NOUVELLE in French 2 Dec 82 pp 97-99 
[Article by Eric Walther: "Offshore Platforms: The Ebbing"] 


[Excerpts] The euphoria that had taken over the off- 
shore industry the past decade has evaporated. The 
general slowdown of oil production is, in fact, 
affecting platform manufacturers first of all, which 
can only heat up the already hot competition which 
reigned on the international scene... 


French Offshore Industry: Second World Position 


The UIE [Economic Energy Union] of the French group AMREP [expansion unknown] 
(nearly 10,000 employees worldwide with net sales of close to 3 billion) is 
not escaping this phenomenon, specifically for the building of knots, 
assembly points for jacket steel tubes. Philippe Bouffard, from the sales 
division, emphasizes this: '"Eyen with transportation costs, this process 
remains profitable.” The complexity of the financial operation of a 
platform program, therefore, complicates the analysis of the distribution 


by country of this market. 


The extreme diversity of the needs that guides the design of the units is the 
basis of the second round of this battle: technical performances. Between 
the choppy waters of the North Sea where the waves reach 30 meters--a real 
test for new technologies--and the calm of the Persian Gulf, whose maximal 
depth is 99 meters, the operating differences are considerable. In fact, 

how can the 40,000-ton jacket delivered this year by the American giant 

Brown and Root for the Magnus field north of the Shetland Islands be 

compared to certain structures that are much simplier and lighter operating 
in the Gulf of Mexico? Each operation has its pecularities: climate 
conditions, depth, type and duration of the field requiring the drawing 


up of a well-defined plan. 


The French offshore industry as a whole, still in the second position in the 
worldwide hierarchy, behind the United States, with sales approaching Fr 15 
billion in 1981, is seriously challenged by the competition. Certain 
platform builders, in a delicate position from the price standpoint, are 
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playing the tectmical trump card: "We are looking at the top of the line,' 
they say at EFEM (french Metal Firms Company, presently a 50/50 subsidiary 
of Usinor and Sacilo:i,, pioneer in the offshore sector in France. Which 
means getting involved with the conditions and, therefore, the extrenely 
rigorous standards in force in the North Sea. After having advanced in 
the design of a semisubmerislbe TH 36000 platform with dynamic positioning, 
it has had a detailed study assigned to it by BP [British Petroleum] for 

a type GPS gravity structure for the Ula field in the Norwegian zone. 


"The development of concrete structures seems static compared to the progress 
made in the installation and placement of metal platforms," says Bernard 
Loez, assistant director of the operational service of ETPM (subsidiary 

of the group Entrepose-Grands Travaux de Marseille) which does not build in 
France but had assembly yards abroad, specifically in the United States, 
Africa and the Middle East. 


There Should be a Pickup in 1985... 


"The French oil companies are caught in the middle, anxious to give all 
possible chances to French industries, but also required to respect the 
recommendations of the foreign countries where they are," emphasizes 
Jean Roret. In order to fulfill these requirements, the French are 
moving abroad. The UIE, ETPM, Bouygues Offshore have a large portion of 
their assembly units near the zones of operation. "Despite that, it is 
difficult for them to remain competitive," says Bernard Loez who thinks 
that the French are more and more turning to licensing the technology and 
will decrease their interest in construction. 


Are the restructuring projects in French industry where the purpose is 
concentration conceivable in the present context? It is difficult to 

make any predictions because two questions remain. On the one hand, we 
still don't know the decisions that the two new poles grouping the shipyards 
(France-Dunkerque, CNIM and Chantiers de La Coitat on the one hand, and 
Chantiers de 1l'Atlantique and Pubigeon Normandie on the other hand) will 
make in the area of offshore activities. Moreover, no one knows what 

will happen to the subsidies that shipyards like CNIM will receive that 

will allow them to build platforms. 


The last element of this war: political uncertainty. The extremely 

high investments urge operators to be prudent before launching themselves 
in work spread out over several years. "The role of the consultants 
charged with advising the oil companies on the political and financial 
risks involved with moving into a given country is primary in this respect, 
notes Bernard Loez. The new producing countries, justly anxious to 
develop the considerable revenue source that offshore oil production 
represents, are reinforcing their requirements of all sorts, and 
particularly fiscal requirements, with respect to the operators. 
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So, when is recovery going to take place? Probably in 1985. The predictions 
of from 14,000 to 15,000 platforms active on all the oceans in 1990, 
bringing the proportion of offshore oil to 30 percent of world production, 


could come true. 


Market for Supply Vessels 
Paris L'USINE NOUVELLE in French Supplement to 11 Nov 82 p 12 
[Article by Eric Walther: "The Offshore ‘'Trucks'"] 


[Text] Without them, the drilling and oil production 
platforms could not survive. They are the "offshore 
trucks": ships whose job is to pull platforms to 
their working position, then to supervise them and 
supply them with equipment and consumable products. 
The French shipyards have not stayed home. 


Faced with the considerable development of offshore activities the past 
20 years, shipbuilding, forced to follow the movement, has had the task 
of building increasingly sophisticated auxiliary ships. The order by 
three French shipowners (Fish, Surf, Uro) on behalf of Elf-Aquitaine for 
13 of these ships from five French shipyards was the opportunity for 

them to participate in this innovation. That is the case of the Breheret 
yards, at Ingrandes-sur-Loire, which will deliver to the Fish shipping 
company a 4,350 hp supplier, the Delta Berryl Fish, in August 1983. 


The principal characteristic of this ship: it is equipped with three 
motors, three shaft lines and, therefore, three propellers. The impressive 
sizes that the oil platforms are now taking, the increasingly delicate 
conditions under which they are operating require that the "sea trucks” 
have exceptional performances. 


The Delta Berryl Fish, which will work off the shore of the Cameroons, 
is to have a maxima! propulsion capacity for a minimum draught. That is 
the importance of these three propellers which are small compared to the 
one used in a single system for the same development. This arrangement 
makes it possible to cut power to a fraction for more economical 
operation from a consumption standpoint. 


Thus, when the ship is doing regular rotations to supply offshore drilling 
units, it operates on its central motor only. On the other hand, except 
for anchoring the tugging operations, it uses all of its propulsion 

means. It should be noted that the two exterior motors drive hydraulic 
pumps which drive two transversal propellers whose purpose is to assure 


the ship's stability. 


Built of steel, the Delta Berryl Fish is 60 meters long, costs about Fr 

40 million. Among other things, it can transport 350 cubic meters of 

fresh water, 450 cubic meters of fuel oil, and is equipped with a vessel 
that can contain 6,600 cubic meters of cement for the drilling process. The 


17 











Delta Berryl Fish also has a cooling system that is unusual in France-- 
keel cooling. Instead of being equipped with temperature exchangers 
cooled by suctioned 1 water, the fresh cooling water circulates in tubes 
placed on the keel, with the temperature exchange taking place directly 

by contact with the sea water. The advantage of this process is that it 
avoids the obstruction of its circuits by sand and other particles for a 
ship traveling in shallow water. 


In addition to their towing, manipulation and anchoring functions, their 
functions of continuous supply, the auxiliary ships constitute a "safety 
outpost” both for the offshore unit and its personnel and for the environ- 
ment. Thus, the Delta Berryl Fish has a unit for pollution control with 
10 cubic meter ballasts of dispersing agents and arms to sprinkle the oil 
at the sea surface. 


A few years ago almost all of the orders for these "offshore trucks", also 
called supply vessels, got away from the French shipbuilders. This contract 
from Eli-Aquitaine (whose supply vessels represent two thirds of the fleet 
of some hundred ships that it charters) for the construction of these ships 
by French shipyards is for Fr 400 million. The deliveries, which have 
already begun--the Drill Fish left the Ateliers et Chantiers du Sud-Ouest 

in September--should take place over a period of 2 years. 


The “offshore trucks" have long been the monopoly of foreign countries 

such as the United States, the countries of northern Europe and the Far 
East. This is France's opportunity to make its entrance into this market, 
but the French consumers [as published--should be shipbuilder] must 
considerably tighten up on their prices if they want to remain competitive. 
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ENERGY ECONOMICS FRANCE 


BRIEFS 


ELF FINDS OIL IN ANGOLA--Elf Aquitaine Angola, operator on block III of Angolan 
offshore, made a fifth discovery during its sixth exploratory drill, Buffalo I. 
It hit the lower pinda deposit, which has a thickness of 180 meters. Tests done 
gave a flow of 328 cubic meters per day of an anhydrous oil having a density of 
0.826. Elf Aquitaine Angola is the operator on block III as part of a production 
sharing contract concluded with Sonangol by a contracting group which includes 
Elf-Aquitaine Angola (50 percent), Mobil (25 percent), Agip (15 percent), Inanaf- 
taplin and Naftagas (5 percent each). [Text] [Paris LES ECHOS in French 5 Jan 


83 p 6] 9720 


CSO:3519/249 


19 














ENERGY ECONOM1CS SWEDEN 


BRIEFS 


1983 GOTLAND DRILLING PLANS--Visby (TIDNINGARNAS TELEGRAMBYRA)--OPAB [The 
Swedish Oil Prospecting Company, Ltd.] is planning to drill 15 new holes 
on Gotland this year, in the areas of Larbro, Slite, Farosund, among others, 
but not on Faro. OPAB has previously taken seismic measurements along the 
roads in northern Gotland. Now the company will investigate the bedrock 
between the roads. During the year 9,000-10,000 cubic meters of oil are 
pumped up on Gotland. The result of the activity is thereby zero, because 
the income from the sold oil is precisely enough to cover the expenses of 
drilling. OPAB today has 17 holes on Gotland which are producing oil. 

They pump about 35 cubic meters of oil per day. [Text] [Stockholm SVENSKA 
DAGBLADET in Swedish 14 Jan 83 p 27] 9287 
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ECONOMIC FINLAND 


FINNISH—CHINESE MIXED COMMISSION STUDIES TRADE POSSIBILITIES 


Helsinki HELSINGIN SANOMAT in Finnish 15 Jan 83 p 27 


[Articles "Mixed Commission Notes Chances for Trade with China; Projects 
Would Stimlate Finnish Exports to China"] 


[Text] Possible projects in China would interest Finnish exporters, The first 
joint conference of the Finnish-Chinese Mixed Commission has taken note of the 


prospects for Finnish projects, 


Assistant department head Olavi Rautio of the Foreign Affairs Ministry, who has 
been serving as chairman of the Finnish delegation, was not yet able to esti- 
mate when they might launch these projects, The Chinese members of the com 
mission delivered a signed agreement and prospects for Finns in China, 


Finns would be interested in cooperative ventures in the metal, lumber, paper 
and sugar industries as well as in the field of energy production, among others, 


Eagerness to Invest Over 


According to Rautio, China's most eager investment phase is now over and a 
sort of cooling-off phase is in progress, Last year Finland's exports tc China 
dropped from 182 million marks to about 150 million, but they still represent 


a surplus balance, 


At the beginning of the year a new long-term trade agreement and an agreement 
on cooperation in the fields of technology and economics went into effect, 
Trade quotas and earlier quantitative import restrictions were abandoned in 
the [new] agreement, Also, as concerns payments between the two countries, 
they have switched to the use of freely fluctuating hard currencies, 


Finland's most important export items are lumber and paper industry as well as 
chemical industry products, 


On the other hand, we will import textiles, foodstuffs and chemical products 
from China, 


The prospects for exports and imports written into the agreement will remain 
on the usual basis, but it is hoped that hard-currency=based trade in 





particular and projects will stimlate trade in the next few years, Markets 
for Finnish machinery and equipment exports would be provided through such 
projects, 


Rautio was of the opinion that freely fluctuating hard currencies in trade 
would probably result in diversified trading, but at the same time he felt that 
it was possible that payments might also be based on the Finnish mark, 


There is a long tradition of trade between Finland and the Chinese Feople's 
Republic since Finland was one of the first to conclude a trade agreement with 
China as early as 1953, The obligation to effect reciprocal purchases and ad= 
here to quotas has up to now constrained firms' interest in exports to China, 


During the week the conference lasted Finnish lumber and metal industry as 
well as Finnish timber harvesting technology was presented to the Chinese 


delegation, 
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ECONOMIC FRANCE 


DISTRIBUTION OF FR 26 BILLION IN LONG-TERM LOANS ANNOUNCED 


Paris LES ECHOS in French 10 Jan 83 p 9 


[Article by H. A. : "26 Billion in Long-Term Guaranteed Loans in 1983"] 


[Text ] The distribution of the 26 billion francs in long-term loans, guaranteed 
by the state and which are part of the group of loans presented by the minister 
of economy and finance, Jacques Delors, has been made public. This 26 billion 
(compared to 24 billion in 1982) is one of the amounts of long-term assistance 
(which this year will total 45 billion instead of 35 billion in 1982) which, at 
advantageous (even preferential) conditions, will be reserved for private firms 
and all sectors "exposed to competition,"’ with first priority to industrial 


firms. 





The 26 billion francs in guaranteed loans distributed by specialized institutions 
(National Credit Bank, CEPME [expansion unknown], SDR [Regional Development Society? 
and the Central Cooperative Credit Bank) can be broken down as follows: 


--12 billion francs in special jnvestment loans at 9.75 percent (compared to 11 


billion at 12.75 percent in 1982) 
--6 billion in assisted loans to firms at 11.75 percent (compared to 5 billion at 


14.75 percent in 1982) 
--8 billion in loans at market rate (unchanged). 


The Ministry of Economy and Finance pointed out that the 3 point drop in guaranteed 
and superguaranteed interest rates, already announced last month, is somewhat of 

a beginning-of-the-year precursor of a decline in long-term rates that firms 

are expecting. This is, however, only one of the steps that has as its goal 

to decrease the financing charges of firms through lowered interest rates. The 
decline in the prime rate, which spread throughout the country this week (going 
from 12.75 to 12.25 percent) is also helping this. For indicative purposes, it 
should be recalled that a 1 point decline in the prime rate results in a decrease 
of about 8 billion francs in interest paid by firms over a full year. 


As for long-term loans, in addition to the increase in amounts and the decrease 
in rates, a simplification of procedures has also been implemented. On the one 
hand this will involve streamlining preliminary administrative procedures (which 
in no case would mean jeopardizing selectivity) and on the other, simplifying 
access for small and medium-sized firms and simplifying the criteria for commit- 
ments made by them when the long-term loan is for a rather modest amount. 
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ECONOMIC FRANCE 


DELORS ANNOUNCES ACTIONS TO REDUCE COST OF INFLATION, CREDIT 
Reactions of Employers 
Paris LES ECHOS in French 7 Jan 83 p 2 


[Article by Pierre Locardel: "Employers Coldly Greet the Government's New 
Financial Measures"] 


[Text] Despite their mutual efforts to understand one another, the government and 
the employers are hardly always on the same wavelength. If new evidence was 
needed, it was amply given by the conversation yesterday between Jacques Delors 
and Yvon Gattaz at L'EXPANSION's "Forum." 


Taking some distance from the hard daily realities of the French economy, the 
minister of finance tended to escape into the facts of international strategy. 
Objectively, according to him, everything is bleak today on the international 

level, but the first signs of a psychological thaw have appeared, especially in 

the awareness of American monetary authorities. The "heart of the heart of the 
problem" is the necessity of reviving world trade. This could be done by increasing 
the resources of international financial institutions, by expanding liquidities 
(issuing SDRs [Special Drawing Rights]) and by creating a sort of Marshall Plan 

on a general scale. 


But the more immediate and France-related questions of some of the 400 employers 
present suggested that they were more concerned with daily economic management 
and with the intentions (too vague for their taste) of the government authorities. 


One of them upbraided the minister in harsh terms. "Last year in this very spot," 
he recalled, "you told us that you wanted neither to devalue the franc nor to 
freeze prices. After what has happened, how much credibility do you think we 

can give to your statements?” 


Then, with obvious satisfaction, Delors presented the financial measures decreed 
by the government (see below). He had hardly finished when the president of 

the CNPF [National Council of French Employers ] asked for the floor and gave a 
commentary that cast a chill. 
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"These financial measures," said the "boss of the bosses" in substance, “are a step 
in the right direction. But these concern financing charges only and their impact 
is limited. In addition, they take the form either of assistance or loans and their 
use is subject to conditions, such as additional investment and an increase in 
capital, that many firms will not be able to meet. 


"We thank you for your gesture--it is better than nothing--but it is not what we 
were expecting. We do not want assistance. We do not want selective measures 
because there is already too much of the state in our economic life. We do not 
want loans because businesses are not suffering from a lack of credit but from a 


surplus of debt." 


Gattaz explained (he came back to the subject at the beginning of the afternoon) 
that the number one French problem was to create--for all businesses and not just 
some of them--more normal operating conditions by assuring them better profitability 


and adequate self-financing. 


This goal implies more radical steps: that the government eliminate a significant 
proportion of social and tax charges placed on the productive infrastructure over 
the last 18 months and that it return price and management freedom to businesses. 


Delors, taken aback, defended his measures, but not without conceding that it was 
"a modest but serious contribution." 


In his replies to the business leaders, the minister gave some interesting clarifica 
tions and confirmations of a general nature: 


--Freedom of industrial prices. "I still hope we will reach this stage between 
spring and summer. There is no reason for industry to bear the brunt of what 


would not work otherwise."- 


--The franc. Its competitiveness in monetary terms is assured. If parities 
should be modified one day within the European Monetary System, then problems 
related to the franc must be distinguished from those related to the operation 

of the "snake." Countries with strong currencies, such as the FRG, “must do their 


duty." 


-~-Financing social benefits. Transfering part of this burden to the value-added 
tax [VAT] is not desirable. The VAT has an impact on the cost of living, it 
is not a progressive tax and it is already much higher in France than in our 
trading partners’ countries. But not all the ministers share this viewpoint. 


--Reduction of the workweek. Reducing the workweek to 35 hours must be negotiated 
by firms according to three parameters: the reorganization of work, the level 
of remuneration and the number of jobs liable to be created. Sharing work time 


and sharing income is linked. 


--Deficit of the nationalized sector. It must be gradually reabsorbed with an 
appropriate tariff policy, but also through stricter management. Only tasks 
involving several generations should appeal for state aid. 
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--Retirement at age (%. "This is the number one aspiration of the French" (loud 
protests from the audience). It must "take place without jeopardizing the current 
policy of balancing the accounts of the budget, of social institutions and of 
businesses." 


In closing, the minister stated that "the major issue of the future is to continue 
deflation,'' that we were on the right track in this area but that if the current 
measures were inadequate in reducing the foreign deficit significantly, it would 
be necessary to "tighten them up." 


The CNPF: A Limited Effect 


"The structure that has been set up is headed in the right direction," stated the 
CNPF, "but it will have only a limited effect. It is only a precursor in comparison 
to the general decline in interest rates that should accompany the decline in 


inflation. 


"In France, the cost of money is still too high on the whole. In turn this makes 
financing charges such that they depress investment possibilities." 


For the CNPF, the priority in the face of the profound financial deterioration of 
businesses is first of all to decrease firms’ social and tax burdens and then 

to strengthen their capital. "Only with extreme caution can firms plan to turn 
to indebtedness more often. The main problem for 1983 will be to channel a flow 
of stable savings toward businesses and, in particular, toward private firms. 

In this respect a great deal of progress remains to be made." 


Measures Announced 
Paris LES ECHOS in French 7 Jan 83 p 3 


[Article by H. A.: "Jacques Delors Presents His Array of Measures"] 


[Text] Jacques Delors, minister of economy and finance, recently laid down his 
cards at L'EXPANSION's "Forum" by presenting the measures that are to accompany 
the reduction in the inflation rate. The measures should increase investment and 
improve competitiveness. This involves a new stage in lowering certain interest 
rates which at the same time will affect the yield of liquid and short-term 
savings and the cost of credit for businesses and individuals. 


The minister of the economy indicated that the ways in which this will be done 

were decided on the basis of three goals: accentuating the solidarity effort 

in favor of the smallest savers through the popular savings booklet, reducing 

the financing charges of firms and individuals and maintaining "a satisfactory 
ratio" between short-term and long-term savings. The latter will be directly 
affected by the enforcement of the new law on "developing investment and protecting 
savings," as well as by the enforcement of the 1983 appropriations bill. 


The motivating idea behind these steps is that deflation should not only benefit 
consumers, but also borrowers, businesses and individuals. To do this, the cost 
of banking resources (creditor rates) is lowered in order to make the cost of 
credit (debtor rates) decline. Firms' financing charges are also lightened 
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through a retroactive effort commonly called a "moratory." In addition, the savings 
policy must help the industrial effort: on the basis of fairness, an attempt is 
made to provide a better yield for longer, more stable savings. And, for effective- 
ness, it is directed toward long-term financing of the economy and risk capital. 
Lastly, the savings policy should also contain an element of solidarity--this 

means special treatment for the popular savings booklet, which is accessible to 

all and does not upset financial circuits. 


These steps to make the cost of credit decline and to "build up" business financing 
have already had a first effect: last night a decline of .50 percent in the prime 
rate was announced, bringing it from 12.75 percent to 12.25 percent. This change 
will spread throughout the banks in the upcoming days. The prime rate has, therefor 
dropped by 1 point in two stages since 1 September. This change will be helped by 
greater flexibility in the fluctuation of money market rates, within limits com- 
patible with supporting the franc, because defending the franc remains a priority 
and the measures will have longlasting effects only if no monetary storms upset 


the current maneuvers. 


1. On Savings 
The National Credit Council will be consulted on lowering the rate on savings 


accounts by 1 point and on making a similar reduction in the yield of deposit 
accounts. This is a matter of going directly to the cost of bank resources. 


The rate of "A" accounts at the savings banks will be reduced from 8.5 percent 

to 7.5 percent as of 15 January. In order to allow the savings banks and the 
Deposit Bank to continue their contributions to the financing of community needs, 
the account ceiling will be raised from Fr 49,000 to Fr 57,000. 


For the blue savings book at the Mutual Credit Bank the ceiling will be raised 

from Fr 45,000 to Fr 57,000, while the proportion of general interest uses that 

the Mutual Credit Bank must honor will increase from 50 to 80 percent for additional 
deposits that are collected as of the date of this increase. 


The benefit of the 8.50 percent rate will be maintained for popular savings accounts 
and the ceiling will be doubled, from Fr 10,000 to Fr 20,000 as of January 15. 


These measures, which should guarantee popular savings, available to almost 11 
million households, from inflation, are an attempt to have small savers benefit 
more from the results obtained in the fight against inflation. 


The rate of 5-year Treasury bonds, as well as the rate of similar bonds issued 
by the different collection networks, will be cut from 14 to 13 percent. 


2. On Housing - Purchasing Property 
The decline in the cost of the Veposit Bank's resources will enable assisted rate 


loans for purchasing property to be lowered by 1 point. The rate for the first 
period will henceforth be under 10 percent. 


3. On Obligatory Bank Reserves 
Again, to reduce the cost of bank resources and allow the cost of credit to decline, 


the monetary authorities will lower the rate of obligatory resources on demand 
deposits from 4.25 to 2.5 percent, and the rate on term deposits from 0.5 to 0.25 
percent. This will decrease bank funds by about 10 to 15 billion francs. 
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4. Extending Bank | ans 

As planned (LES ECHOS of yesterday), member banks (AFB [French Banking Association] ) 
and People's Banks will establish a long-term loan structure with priority for 

small and medium-sized industries. This will involve loans of 8 to 15 years' 
duration with a maximum amount of Fr 20 million per firm to finance a maximum of 

70 percent of investment exclusive of tax, as well as to finance the working 
capital. These loans can be granted either at fixed rates of between 11.85 percent 
and 13 percent depending on the duration of the loans or at variable rates equal 

to the prime rate increased by 0.25 points--13 percent on 1 January, 1983. The 
latter rate will vary on the basis of changes in the prime rate. 


5. Decreasing Firms' Financing Charges and the "Moratory" 
Besides the decrease in the prime rate, a 3 point drop in the rate for guaranteed 
and super-guaranteed credits for investment in 1983 will help decrease firms’ 


financing charges. 


Individual provisions (the "moratory") have been taken for firms that are heavily 
in debt at fixed rates. One-quart.r of the debt of French firms is at a fixed 
rate and was sometimes incurred during periods of high rates. A method for easing 
the burden of these reimbursement costs has been worked out. 


Financing costs for long and medium-term debt must be higher than 12 percent in 
1983. The investment plan for this year must correspond to the criteria for 
guaranteed loans or medium-term mobilizable loans. 


There will be a special supplemental 9.75 percent refinancing loan having a duration 
of 12 years with 2 years deferred. Its amount will be equal to at least one-third 
of the next three annual installments of principal for medium or long-term fixed 
rate loans contracted with specialized or guaranteed institutions and approved 

and mobilized by these institutions. The amount can be increased to three 
installments on the basis of transfers of capital and of the volume of debt con- 
tracted with other credit institutions that cannot be refinanced. The request 

must be sent to the National Credit Bank, the CEPME [expansion unknown], the SDR 
[Regional Development Society?] or the Cooperative Credit Bank. 
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ECONOMIC ITALY 


TREASURY MINISTER SAYS INFLATION TO BE PRIORITY OBJECTIVE 


Rume L'ESPRESSO in Italian 19 Dec 82 pp 260-265 


{Interview with Treasury Minister Giovanni Goria by Giuseppe Turani; date 
and place not specified: "The Year of the Big Bet"] 


[Text] Rome. "Devaluation of the lira almost has become a parlor game. Every- 
one talks about it publicly and privately, in the newspapers and in living 
rooms. And bets are made on it. There are those who swear we will devalue 

in spring. Others say it won't be until June or July. There is no lack of 
pessimists who see our currency dropping before Christmas. My opinion is 

much different and very firm: We must not devalue the lira. This is the 

only thing about which there must be no doubt. The big bet in the next 12 
months will be laid on this table: We must shore up the exchange rate; we 

must not let it fall. It wil] not be easy; it is not impossible; it is not 


a dream." 


The speaker is the highest authority on the subject, the person who would 
make the final decision: Treasury Minister Giovanni Goria, young Christian 
Democratic politician from Asti. He is in his first government post; a very 
good friend of De Mita. He ig in his office in the big building on Via XX 
Settembre where the offices of the Budget Ministry are also located. There 
are few papers on his desk; telephone calls are rare and the atmosphere is 
peaceful. The first impression one gets is that he is a man of steady nerves, 
who knows what needs to be done, and who knows the very serious risks the 


Italian economy is running. 


[Question] Why do you say that the most important objective in 1983 must be 
to prevent devaluation of the lira? 


[Answer] It is a very simple thing that anyone can understand. Our major 
problem is to reduce inflation. And this is the decisive moment. Prices are 
falling on international markets. Inflation is decreasing. And therefore all 
we must do is to remain in this convoy, not lose contact. The way to achieve 
that objective is to keep the exchange rate steady. 


[Question] What if we do not succeed? 
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[Answer] If the lira were to be devalued, our competitive position would 
improve somewhat on ‘nternational markets for a short time, but we would once 
more suffer inflationary pressures to a considerable degree. We would be in 
a lot of trouble. We would have lost contact with the convoy of nations that 
are emerging from inflation and at that point, very likely, the [Italian 
economy no longer would be governable with ordinary, current methods. The 
road to economic health, in short, passes through maintenance of the lira 
exchange rate. It is a rocky road, but it can be traveled. 


[Question] However, many think that it will be impossible not to devalue. 
We are sitting on a 20 percent inflation. Our national debt approaches 100 
trillion lire. How can the exchange rate be maintained? 


[Answer] First of all by recalling that in the past, as far as price increases 
are concerned, we did even better since after all we are not that inept. From 
1977 to 1978, in that 1 year alone, our inflation dropped from 18.1 to 12.1 
percent. Industrial product prices dropped in that same period trom a high 

of 18 percent to 8 percent. And at that time, too, the fundamental instru- 
ment was the exchange rate, holding the lira steady. 


[Question] But today the overall economy seems much sicker, more compromised, 
incapable of reacting. 


[Answer] That is not true. We can succeed. 
[Question] How? 


[Answer] By controlling the national debt and holding the cost of labor with- 
in acceptable limits. 


[Question] But the national debt is moving beyond 100 trillion lire.... 


[Answer] I don't know whether that is quite the right figure. I know, 
because it is true, that if we do not do something our national budget tends 
to produce increasingly more monstrous deficits. In this, we have become a 


sort of world exception. 


[Question] How is that? 


[Answer] It is usually said that inflation benefits the national budget. The 
rise in prices actually does increase income faster than outlays. Public 
administration budgets therefore become healthier and this explains why in 

the past, and not only in Italy, the steps that should have been taken against 
inflation were ignored. But we have discovered at our expense that, in our 
country, at least, things are different. As inflation increases, the national 
debt increases, which in turn feeds a new growth of inflation. 


[Question] Then we are worse off than the others. How can we protect our- 
selves? What is the limit beyond which the national debt must not ..? 


[Answer] I believe that in nominal terms in 1983 we should have the same 
deficit that we have this year, that is, 70 to 75 trillion lire. 
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[Question] What does that mean? 


[Answer] That in 1983 we must have the same deficit we have this year even 
taking inflation into account. We must "save" 13 percent partly through 
higher income and partly through lower expenditures. 


[Question] Assuming that inflation remains unchanged, as the technicians 

Say, that is, without austerity measures, the national debt would exceed 

100 trillion lire. You say that we must stop at 70 trillion. This means 
"cutting" 30 trillion. That means that in 1983 the citizens would receive 

30 trillion lire less in government services and aid. That means about 
500,000 lire for each Italian. Two million lire less, therefore, for a family 
of four. Doesn't that seem to you a very big, impossible cut? 


[Answer] I would be more cautious with figures. In recent years, many 
[figures] have been circulated. I believe more in the quality of phenomena, 
and then we could try to reason. Public expenditures, and therefore the 
deficit, increase for two reasons. Each year the government increases the 
quantity of services it offers. This is natural: There are pressure groups, 
there is the maturation of new requirements and needs. Then, expenditures 
rise for another reason: inflation, which raises the cost of government 


services for the people. 
[Question] So far it is all clear. 


[Answer] If we want to protect ourselves, beyond the polemics based on 
figures, this is what must happen in 1983. The government must not increase 
its services to citizens. It must give them, in general terms the "things" 
that it gave in 1982, not one more. We became used, in remote and recent 
years, to always getting something new from the government. This must stop 
in 1983. But even in this cage the government would be spending 13 percent 
more because of inflation. This additional 13 percent must be saved. 


[Question] Since the national debt is about 200 trillion lire, and you say 
that 13 percent must be saved, we have a cut of 26 trillion lire just to 
keep up with inflation. We are not far from the figure of 32 trillion lire 
which I had roughly indicated earlier. You can't escape the mathematics. 


[Answer] That is not how it is in this case. Expenditures rise, but income 
also rises. The figure we must look at is that of the deficit, which must 

not be allowed to rise. If this year's deficit is 70 trillion lire, in 1983 
it must not rise to 80 trillion because of inflation, but must remain at 

70 trillion. This means that the containment that must be achieved is on 

the order of 10 trillion lire, (just in order to eliminate the effect of 
inflation on the deficit, then, it is necessary to block the mechanisms that 
increase expenditures). [That is] about 5 to 6 percent of total public expen- 
ditures. These 10 trillion lire must come out of higher income or lower 


expenditures. or a mix of both. 


[Question] What road will you take in 1983? 
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[Answer] In general we will do this: The "savings" of 5 to 6 percent of 
total expenditures ‘!1 be achieved by gaining 1 to 2 percent by reducing 
expenditures, and 3 to 4 percent by raising income. In short, in 1983 the 
people are asked to accept a reduction of "services" they receive from the 
government on the order of 5 to 6 percent. Therefore, no "more things" and 
a certain saving over those they received in 1982. A pause is requested. 


[Question] What does the government offer in exchange? What is the 
"political trade-off" as Pierre Carniti would s-v? 


[Answer] The economy will grow very little in 1983. In fact, our growth will 
be between O and 0.5 percent. In practice we will remain motionless for a 
year. It would be as though we shipped a turn, but this is not true of our 
country alone: The recession is international and involves everyone. But in 
compensation, if the national debt remains within the limites I indicated and 
if the cost of labor remains within reasonable limits, we can reach December 
1983, in 12 months, with an inflation reduced to 9 to 10 percent. At that 
point we would have only 2 to 3--perhaps 4--percent of inflation more than 

our foreign competitors. That is, we will be in a position to share with 

good prospects in the international recovery which should be fairly solid 


in 12 months. 


[Question] And what if that maneuver fails? 


[Answer] That must not happen. 
[Question] But let us state it as an hypothesis.... 


[Answer] It is very simple apd very sad. We would miss the bus of inter- 
national economic recovery, a bus that should be coming our way around 
December 1982. In short, we would be much further away from other European 
countries and our future would be very complicated. In some ways, that is 
not predictable now. Certainly it would be extremely difficult. 


[Question] And what if everything goes well? 


[Answer] Then, December 1983 could mean emergence from the crisis tunnel which 
we entered in 1983. After 3 years, even employment could increase, inflation 
would be behind us and economic recovery before us. That is why I often say 
that in these months we must work with our eyes on December 1983: That is our 
Northwest Passage. And we must get there with our records in order. That is 
with less than 10 percent inflation, or in any case iii a phase of strong 
decline. You know that I don't like to argue about half a percentage point 
more or less. I confirm that now. What counts is the quality of phenomena. 

If we get to December 1983 with a strong decline in price increases, we will 

be saved. In the opposite case, it would be necessary to start over and I 


assure you that will not be very simple. 


[Question] Your recipe seems easy: Don't devalue the lira, therefore contain 
expenditures, contain the cost of labor, increase income. Where are the 


difficulties? 
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[Answer] They are there and they are very big. The maneuver that I just 
referred to in fact passes through four fundamental stages that cannot be 
avoided: the cost of labor and higher taxes on income from independent 
employment, on real estate income and on financial income. From each of 
these four centers of interest, a missile can be launched that would disrupt 
the maneuver and that would slow down the progress of our little ship. That 
is why, in the coming months, it would be well to follow Italian political 
affairs carefully. The cards have been dealt and the game is about to begin. 
We will see who will try to push the button that will launch the missile of 
disaster. Even though I hope, naturally, that no one will be that foolhardy. 
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ECONOMIC NETHERLANDS 


DUISENBERG ON MONETARY POLICY, ECONOMIC RECOVERY 


Amsterdam ELSEVIERS MAGAZINE in Dutch 25 Dec 82 pp 164-171 


| Interview with Dr W.F. Duisenberg, president of the Bank of the Netherlands, 
by W.A. Verwoerd: ‘Recovery Requires Steady Policy” | 


Text | If we want a recovery of growth and employment, pri- 
vate consumption will have to be kept under restraint for a 
long time to come. W.A. Verwoerd spoke about this and other 
matters with the president of the Bank of the Netherlands. 


| Question | Premise: No real economizing as taken place yet in our country. 


| Answer | I don't subscribe to that. A great deal has already been economized, 
but in turn a great deal has also been given away. We have not yet been wil- 
ling to accept the real pain. They have always tried to soften it. Fortu- 
nately, it now appears that a turning point has been reached in this way of 
thinking. However, it wculd be nonsense to deny that a great deal has already 
been cut in the public as well as the private sector. It is true that the 
aimed at reduction of the financing deficit has not been achieved. And this 
is partly due to the attempts to postpone for a while the painful consequences 
of retrenchments. 


| Question | Is a reduction of consumer spending really as disastrous as is 
often said now? 


| Answer | No. The Netherlands has a very high level of consumption. Too high 
in relation to our national product. And, in recent years, this has displaced 
specifically the source of growth and employment, that is to say investments. 
After 1979, the level of investments became particularly unfavorable. With 
very detrimental consequences for employment. Hence, it is inevitable that, 
if we want to straighten somewhat the relationship between consumption and in- 
vestments in the interest of the recovery of growth and employment, private 
consumption will have to be kept under restraint for a while. If private con- 
sumption is curbed, then that means a drop in demand. But investments and 
exports are also elements of demand. And in judging the phenomenon of a drop 
in demand, we do have to look at the total expenditures, at the total demand, 
and not only at a single category. In terms of guilders, private consumption 
in the Netherlands is practically equal to our country's total export of goods 
and services. Thus, the two categories do not yield to each other in terms of 
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importance. But in economizing, we have to observe certain limits. Not every 
company produces both for the domestic and the foreign market. Approximately 
40 percent of the total sales come from companies which work only for the do- 
mestic market. As always, it is not a question of black and white. We will 
have to weigh at what rate and to what extent we want to implement measures 
which will ultimately lead to the desired macro-economic goal. 


[ Question | If we don't succeed in achieving vigorous retrenchments, does that 
mean that we would be threatened with state bankruptcy? 


[ Answer | A country does not go bankrupt in the sense that a company goes 
bankrupt and then disappears. Nor should we exaggerate the financial problems 
of the Dutch state. It is true that we are still at the stage at which public 
finances are starting to show signs of uncontroliability, but we are still 
hanging in there. And given the discussion within and outside of parliament, 
we are also slowly becoming aware of it. 


[ Question | Thus, holders of government bonds need never fear that they will 
lose the small savings they have entrusted to the state? 


[ Answer | Definitely not. But what we should want and what I, as president 
of the Bank of the Netherlands, have to help take care of, is for the value 
of the guilders, which investors have entrusted to the state, not to decline. 
Bond holders must not only be able to count on getting their deposits back, 
but at the time of the repayment the guilders should have approximately the 
same purchasing power as those that were loaned to the state. In other words: 
inflation must be kept under control. That is in essence a matter of confi- 
dence in the stability of the value of the guilder. A confidence both in the 
internal value (the domestic value) and the external value (with regard to 


other currencies). 


[Question] And at the moment this guilder is very strong. What are the advan- 
tages of this strong guilder? 


[ Answer | The guilder is relatively strong within the European Monetary System, 
and also outside of it. With emphasis on the relative. Because what happens 
to the American dollar, for example, is not in our hands. Two years ago, a 
dollar was worth 1.90 guilders. Now it is quoted at 2.65 guilders, thus sub- 
stantially higher. And that difference is not only due to what has happened 
to the guilder. The enormous advantage of a strong currency is that to a 
large extent it can guard against inflationary influences from abroad. Hence, 
a hard guilder is a strong support to keep inflation in one's own country with- 
in limits. Furthermore, a_ stable guilder is an element of reduced uncertain- 
ty in terms of foreign trade. At the same time, a stable guilder inspires 
confidence among international investors. We should especially not undermine 


that confidence. 


[ Question | According to an agreement made with the Bank of the Netherlands, 
the government cannot finance monetarily in 1983. But doesn't a strong guil- 
der allow for a limited monetary financing after all? 
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_Answer | In terms of monetary financing we should not just look to the go- 
vernment. We are striving for a situation where the growth of the amount of 


money in our éountr, nroceeds in such a wey that this factor will not become 
an independent source of inflatior. In crder to prevent this, the growth of 
the number of guilders in circulativi. -'s' opproximately keep pace with the 


growth of production, with as low a level of inflation as possible. And in 
terms of influencing the growth of money, we should look at three taps which 
could be opened to let new guilders flow out. The first tap is the surplus 
in the current account of the balance of payments, the second tap is the 
granting of credit to the business community, and the third tap is the short 
term granting of credit to the government. And given that we had a large 
surplus in the balance of payments this year, that a positive balance is also 
expected for 1983, and that the foreign tap is thus wide open, we should be 
all the more careful now with the other taps. At the present time, the nun- 
ber of guilders in circulation is increasing at a faster rate than total pro- 
duction; hence, the supply of liquid cash is becoming larger. And we have 
to guard against this getting out of hand. More investments must be made, 
and to this effect it is necessary for inflation and the interest rate to go 


down further. 


| Question | But if the government could do some monetary financing at the same 
time, then it could get by with a smaller appeal on the capital market and the 
interest rate could go down further after all, couldn't it? 


[Answer] The interest rate on the capital market could indeed go down then, 
but because of the monetary (inflationary) financing the interest rate on the 
money market would go up. The discount rate for promissory notes, which is 
the basis of the interest rate structure, would then have to go up, credits 

to the business community would again become more expensive and the confidence 
in the strength of the guilder would be undermined. The money which is now 
flowing to our country from abroad, would then possibly no longer come. And 
then the interest rate in our country would go up even higher. I really do 
not understand those pleas for monetary financing. At the present time, the 
government has no problem at all getting money. Not because the government 

is doing so well, but the government is given so much room because the business 
community has let it be known that there will be no movement on investments. 


| Question | But it is possible to stimulate the economy through the creation 
of money, isn't it? 


[Answer | No. A low interest rate is in the interest of industry. And we 

can forget that altogether if the manner of financing loses its firm and stale 
course. We should especially not put that to the test. When we compare the 
development of the interest rate in our country with that in other industrial 
countries, we do pretty well. Following the interruption last summer, the 
decline in interest rates which started in 1981 started up again in the middle 
of August of this year. The interest rate on the money market has now dropped 
to about 6 percent, and on the capital market the rates have gone down to a 
level of approximately 8 percent. Ona yearly basis, the interest rate reduc- 
tion in 1982 already makes a difference of more than 3 billion guilders for 
the business community. And that is more than any tax reduction the govern- 
ment could afford for the business community at the present time. 











Nevertheless, against the background of the economic growth situation and in 
comparison with the rate of inflation, the interest rate is still rather high. 
That is the result of several causes. In our country, the interest rate is 

set in markets which, compared to the international financial centers, are 
small in size. The connection with those other markets is open, which means 
that our interest rate is highly susceptible to what happens internationally 
in the area of interest rates. The development in the United States is a 

clear illustration. The high inflation rate and the large budgetary deficits 
caused a tightening of the monetary policy there, which manifested itself in 
high interest rate levels. This, together with the expectation that a deci- 
sive approach would lead to a thorough reconstruction of the American economy, 
made investments in dollars attractive. At that time, sizable flows of capital 
were directed to the United States, thus pushing the exchange rate of the 
dollar up and that of other currencies down. Because of the resulting increase 
of import prices and thus of their inflation, this could not be accepted in- 
definitely by other countries. Hence, they were forced to increase their own 


interest rates too. 


The impact of the Amrican interest rates on those of other countries was very 
different. In those countries where, measured by international standards, 
inflation was low, where the current account of the balance of payments was 
stronger, and where the development of public finances was more restrained, 
the interest rate remained far behind that. of the United States. The most 
striking examples are Switzerland and Japen, and, within the European Monetary 
System, the FRG and the Netherlands. However, the interest rate is not only 
determined internationally. Within the group of countries mentioned, the po- 
sition of the Netherlands is the weakest. The uncontrolled development of our 
public finances is an important reason for this. Consequently, at the risk of 
a ioss of confidence and of a renewed upward push of the interest rate, the 
Bank of the Netherlands continues to put strong emphasis on the importance of 
recovery and reduction of the financing deficit. 


What went wrong in recent years through a desire to stimulate, cannot be set 
straight again now through new stimulation. In relation to the gross national 
product, the public sector in our country -- together with that of Sweden -- 
is the highest in all of Europe. And if we cannot finance this without bor- 
rowing 1 guilder for every 10 guilders of national product (because that is 
what it means with today's sizable financing deficit), then it goes without 
saying that a further hike of this deficit can only lead to more unfortunate 
consequences. Thus, we will first have to make adjustments in the structure 
before we have given ourselves the room to encourage the economy once again. 
If the public finance deficit were in the neighborhood of the long term accept- 
able level now, which is 4 to 5 percent of the national income, then I would 
not hesitate a moment either, with these high unemployment figures and the low 
rate of employment in production, to take actions which would stimulate eco- 
nomic growth. But the stretch has gone out of the elastic. 


[ Question | What is your opinion, in this light, of the latest plans of the 
new government team? 


[ Answer | As far as the bank angle is concerned, I judge the government pro- 
gram as positive. However, I have also become somewhat inclined to wait and 
see. Let us see first that all of that is being realized. Thus far, the signs 


are good. 
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| Question | Tn addition, international economic growth should also lend a 
hand, shouldn't it? 


| Answer | Yes, and things are not favorable on this point. The problems are 
tremendous. In numerous countries the relationships have become so lopsided 
that a recovery can be set in motion only extremely slowly. I1t will take 

many years before we can once again sit back comfortably and say to each other 


that we are once again where we want to be. 


[ Question | Let us assume that the monetary policy of the Bank does not tie 
in with the government policy. What would the consequences be? 


| Answer | A hypothetical question. Because the Bank and the government will 
both at all times strive to keep the price hike within limits. And you will 
agree that the Bank cannot manage this by itself. Hence, an attack on infla- 
tion and unemployment will have to be carried out simultaneously on many 
fronts. This requires, in addition to a monetary policy from the Bank, a tax 
policy, an income and price policy, and an expenditure policy from the govern- 
ment via the budget. And it is only with regard to the monetary policy that 
the Bank itself has instruments, weapons, at its disposal which can be put 
into action in order to ensure that those other policy areas also go in the 
same direction. By means of advice, oral or written, the Bank can try to 
exert influence on this. Don't forget that the Bank continually tunes its 


policy to the government. 


{ Question | A conflict could, of course, always arise between the minister of 
finance and the president of the Bank of the Netherlands. 


| Answer | In theory, yes. In the final analysis, the minister carries the 
political responsibility for what the Bank does or does not do. And if, ona 
major policy issue, the Bank were to want to go to the left and the government 
to the right, then the minister is authorized by law to give the Bank instruc- 
tions. At that time, a procedure would be set in motion which both the minis- 
ter and the Bank would try to prevent at all cost. But in the theoretical 
case that the Bank raises opposition to a major policy issue, a conflict would 
arise which would end up in parliament. In practice, no order has yet been 
given. In the background, however, this article of law does perform a good 
function. Because the minister and the Bank must always remain aware of the 
fact that they have to work together. The one cannot act without the other, 
and that requires consultation, week in week out. 


[Question] There has been a record number of bankruptcies this year. As a 
result, private banks have suffered serious financial setbacks. The question 
then arises: can depositors still continue to put confidence in the banks? 


[ Answer | Recent figures of money flowing to the banks do not indicate any 
distrust. Hence, the alarm is more verbal than real. May I remind you that 
it was at the most 2 years ago that the banks were showing total profit fi- 
gures of a few billion guilders. At that time you could hear critical noises 
like: is all this necessary? After all, things are not going well in the 
Netherlands, but the banks are obviously benefiting from it. Let us be happy 
though that those results were achieved then, because they were used to form 
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buffers, to create a resisting power which helps the banks go through bad 
periods, like today, without tearing apart too much. 


With regard to their daily management, the banks have to meet strict require- 
ments. The Law on Oversight of the Credit System instructs the Bank of the 
Netherlands to draw up rules for a healthy bank management, such as ensuring 
that the banks have enough capital of their own and adequate cash resources 
so that, if a large number of depositors were to withdraw their credits, this 
demand could be met. The main reason for these strict requirements is preci- 
sely to protect the interests of the creditor. This is why the Bank of the 
Netherlands exercises permanent oversight and is often in and out of the pri- 
vate banks. The private banks submit their accounts monthly. 


| Question | If a private bank were to want to withdraw from this oversight, 
what means would the Bank of the Netherlands have to prevent this? 


| Answer | When there is reason for it, based on audited figures, then the Bank 
of the Netherlands will summon an institution for a talk. The Law on Over- 
sight of the Credit Sustem has provided the Bank with a broad set of instru- 
ments. Thus, the Bank of the Netherlands could issue a (binding) order to 
follow a certain line of action. The Bank could also place the institution 
under a so-called "silent guardianship," which implies that all or certain 
bodies of this institution can exercise their authority only with approval by 
a person appointed by the Bank of the Netherlands. This very important in- 
strument represents an attempt to safeguard the interests of the creditors, 
without making public the fact that the institution is in trouble. The law 
also makes provision for the possibility to publicize the fact that the order 
from the Bank of the Netherlands was not adequately complied with. However, 
this authority, which would have very unfavorable consequences for the bank in 
question, has never been used. And it is expected that this will not happen 
in the future either. However, even though the Bank of the Netherlands tries 
as much as possible to make sure that the rules are observed, the exercise of 
oversight does not provide any guarantees that accidents in banks are ruled 
out. In the end, banks have their own responsibility. And fraud can, of 
course, always happen. 


| Question | In economic transactions as a whole, more and more fraud is being 
committed. You can't open a newspaper without a new sizable fraud having been 


discovered. 


[ Answer | Yes, that is true. If everyone were to keep within the maximum 

speed limit, there would also be fewer accidents. But it is a fact that every- 
one simply does not stick to it in practice. And if everyone were to pay 

taxes precisely according to the regulations, then the government's financing 
deficit would undoubtedly be lower. But this does not necessarily mean that 
unemployment would also be much lower. 


[ Question | No, the underground economy also creates jobs. But fraud is ex- 


tremely unjust and shows an extreme lack of solidarity with regard to the 
people who do meet their obligations, doesn't it? 
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|Answer, The main line of the attack on tax fraud should be as strict an en- 
forcement as poss:hle. And no mercy if one is caught. Because someone who 
nicely pays his taxe. has the right to expect his neighbor to do so too. Be- 
Sides, I don't have the impression that tax fraud is any more extensive in our 
country than elsewhere. When I was still a student, other countries were 
always mentioned in this context. We had an awfully good tax morality in the 
Netherlands. In the fifties, the fraud phenomenon was still insignificant in 
nature. The further south one went, the stronger the phenomenon was. Now we 
ourselves have gone in that direction. It is in no way to be defended, but 
internationally speaking we have carried out a catching up maneuver. 


[ Question | Back to the banks. The business community must be stimulated. Is 
there a job for the banks here through financing more risk bearing capital? 
And should the government also grant greater tax incentives? 


[ Answer | There are two sources where the business community can get risk 
bearing capital. That is to say, from outside through the issuing of shares 
or internally through making profits and thus strengthening its own capital 
position. But it is not the bank's task to provide more risk bearing capital. 
The banks do not carry out their functions with their own money; they are the 
hatch through which passes the money of others, of creditors. And they cannot 
permanently shift the money, which is made available to them temporarily by 
third parties, to another activity. Because then they could no longer guaran- 
tee to their creditors that they can get their credit balance back any time 


they want to. 


Of course, banks also have their own capital with which they could, in prin- 
ciple, permanently invest in businesses. But this capital of the bank is just 
the buffer necessary to absorb shocks. Banks do indeed run risks when they 
grant credits. This is also ane of the reasons why banks have to charge in- 
terest for this. Everything has its price. Including risks. And the banks 
must always be able to shoulder these risks. For years in a row, the situa- 
tion has been so bad for many enterprises in the Netherlands that they have 
had to borrow too large a share of their total capital and have been able to 
raise too little themselves. Specifically, the industrial enterprises have 
run out. Hence, there is everything to be said for stimulating a strengthening 
of the buffer. And i* the minister of finance has the option, an equal treat- 
ment of taxation of the bank's own capital and outside capital would certainly 


deserve recommendation. 


In recent years, the conviction that the recovery of the market sector is of 
vital importance has led to specific measures. The Investment Accounts Act 

[ WIR |, adopted in 1978, generally stimulates investments. The inventory and 
capital deduction, which also became effective in 1978, is very important. In 
this context one could also mention the establishment of the Industrial Pro- 
jects Company [MIP |, which can participate in very promising projects up to 

a maximum of 49 percent of the capital, as well as the introduction of capital 
credits from the National Investment Bank. However, more will be necessary to 
get the business community moving. More internal capital, lower interest ra- 
tes, a growth of market expectations, a better yield, and the restoration of 
confidence. This requires a long-lasting steady policy. 
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ECONOMIC SPAIN 


LABOR, MANAGEMENT AT ODDS OVER SALARY SCALE 
Madrid EL PAIS in Spanish 13 Jan 83 p 43 
{Article by Rodolfo Serrano] 


[Text] Madrid--The Spanish Confederation of Business Organizations (CEOE) 

will propose an increase in salaries of from 6 to 10 percent in the 1983 labor 
agreement negotiations. This was affirmed yesterday by (arlos Ferrer himself, 
the president of the management organization, at the conclusion of its board 

of directors’ meeting. This means that salaries would fall behind the 12 per- 
cent inflation expected for this year by a minimum of 2 points and a maximum of 
6. Business circles affirm that the CEOE cannot continue to maintain the pur- 
chasing power of salaries, because of the salary costs entailed in the reduc- 
tion of the working day and the rise in the minimum and maximum bases for fi- 


nancing Social Security. 


The salary scale will be presented by the CEOE tomorrow in the meeting which 
will be held by the Labor unions CCOO [Workers Commissions] and UGT [General 
Union of Workers] and the employers’ organizations CEPYME [Spanish Confedera- 
tion of Small and Medium Businesses] and CEOE. It represents views which the 
employers’ organization has been upholding almost since the beginning of the 
negotiations between the parties. In contrast to the position of the unions, 
who want to obtain a salary scale which would guarantee the purchasing power 
of wages, the CEOE has been insisting on the need for salaries to grow at a 
rate below that of expected inflation. 


On this subject, Jose Maria Cuevas, secretary general of the CEOE, yesterday 
stated that the latest studies which are being carried on, including some by 
the government itself, point toward a shift in salary expenses of 2 to 3 points 
over the agreed-upon increase. Cuevas stated that there are three variables 

in the negotiations which must be watched: salaries, Social Security and the 
reduction of the working day. "These are three different factors which have 

to be paid for by the businessmen. If they are not taken into account when it 
comes time to set up the salary scale, we could run into the danger that sal- 
ary costs would be passed on to prices, and as a result there could be an 
increase in inflation, which is just what the government wishes to avoid." 


The possibility noted some days ago of accepting a proposal which would take 
expected inflation into account on the upper portion of the scale, leaving 
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enough room to maneuver in its lower portion, had been rejected by broad sec- 
tors of the CEOE, w > referred to experiences in earlier agreements. These 

sectors think that saiury increases have always occurred on the upper part of 
the scale, and an agreement along the same lines as in previous accords would 
mean, in the end, that salaries would grow at the same rate as that of expec- 


ted inflation. 


The position of the CEOE as regards the salary scale--as much as 11 to 13 per- 
cent away from the unions' proposal--could, however, undergo changes in the 
course of the negotiations. If, however, as Ferrer asserts, it is calculated 
in agreement with the working day prevailing in 1983, it follows that manage- 
ment's reasoning would have to be revised lower, since neither the repercus- 
sions of the shortened working day or the new basis of contributions to Social 
Security were taken into account in the calculations. 


CEOE sources asserted yesterday that under no conditions can the management 
group undertake to maintain the purchasing power of salaries, “not, at least, 
in the way that the unions appear to understand it. If there should be a 
greater rise in Social Security, the social benefits salary will be able to be 
increased. But to try to raise the cash salary in the same proportion as the 
inflation rate is absolutely untenable, because of the extra costs which the 


reduction of the working day involves." 


Unacceptable Salary Scale 


The announcement of the salary scale proposed by the CEOE yesterday led to an 
emphatic rejection by the unions. Jose Maria Zufiaur of the UGT said, "The 
proposal cannot be accepted, it is not fair to propose that salaries should 
increase at a rate between 2 and 6 points below expected inflation." 


Zufiaur added: "I think it unlikely that this is a final position." Antonio 
Gutierrez of the CCOO spoke in similar terms when he characterized the manage- 
ment offer as "almost a provocation, if it was made in complete seriousness." 
Jose Maria Zufiaur stated, on the other hand, that the idea of the business- 
men is that a salary scale cannot be negotiated if it recognizes the possibil- 
ity that salaries may grow at the same rate as inflation. Concurring with this 
position "might make the negotiations more difficult." On the subject of the 
working day, both union leaders were agreed in stating that the employers’ 
offer regarding this coming into effect in 1984 makes it doubly unacceptable. 


Antonio Gutierrez declared that, in the opinion of the Workers Commissions, 

it should be implemented in this current year, and Jose Maria Zufiaur recalled 
that the UGT had not flatly refused to discuss the topic of the working day, 
provided that it was agreed that the salary scale ought to fulfil the objec- 
tives which they had been upholding: guaranteeing the support of the purchas- 


ing power of salaries. 


On other topics not related to collective bargaining, the board of directors 

of the CEOE accepted the proposal of the executive committee to reorganize the 
current executive positions of the vice presidents, because in the future there 
will not be more than one single president. This post will be held by Ignacio 
Briones. Jose Antonio Segurado, Perez de Bricio, Juan Jiminez Aguilar and 
Arturo Gil have stepped down from their posts as vice presidents. 
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ECONOMIC SPAIN 


BUSINESS LEADERS ON ECONOMIC POLICIES, TRENDS 
Madrid YA in Spanish 2 Jan 83 p 22 
[Article by Juan Molina] 


[Text] The 1983 economy is already a tangible thing, and 

as such it presents some well defined characteristics that 
make it neither pleasant nor easy. It does not happen here 
as it does in the Pirandello play, "That's the way it is 

if it seems to you," but rather it is so because there is 

no other choice. Although avenues do exist to find an escape 
from the problem. 


Faced with the next 12 months, we have conducted a survey 
among those people who know about and have some say in the 
Spanish economic world, posing to them this single question, 
"At the close of the year, how do you see the outlook for 
the Spanish economy far the next 12 months?", and these were 
their responses: | 


Miguel Allue: "1983 will be tqugh, difficult and decisive." Miguel Allue 
Escudero, director general of the Spanish Confederation of Savings Banks, 

feels this way: "With regard to economics, I see the year starting out tough, 
difficult and decisive. Tough from the starting point and the situation in 
which we now find ourselves--growing unemployment, public sector deficit also 
increasing, inflation clearly above the average of the countries with our 
economic configuration, etc. All indicators depict a worrisome economic situa- 


tion. 


"Difficult because there is no place in any of the economic objectives to 

be pursued for rapid and spectacular results. What we can and do aspire to 

is that the trends, or the rhythms of the negative ones, change. A prediction 
of growth for 1983 of 1.5 percent, which was just made by international organi- 
zations, at first seems realistic, but it deals with an economic exercise 

in which it still cannot be predicted that the much hoped for foreign pull 

will arrive, as a result of a change in the opportunity from international 
economics able to overcome the crisis that has already lasted a decade. 
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"He also classified 1983 as decisive because it is indispensible that positive 

and appreciable advances are achieved during it, because should the oppcsite 

occur, we would ente. a dangerous decline. In my judgment there are two fronts 
which will be decisive for what may be obtained during the year. First, the 
containment and then the decrease of the public sector deficit, and wage moderation. 
If private enterprise is not strangled by cost increases, and public sector 
pressure does not diminish, and if available financing is augmented, then 

all would work toward an improvement of our economic outlook. The monetary 

policy is indispensible, but that alone is not enough." 


Jimenez Aguilar: "If money rates are increased, the small and medium-sized 
business owners will suffer." 


Juan Jimenéz Aguilar, operations president for the Spanish Confederation of 
Small and Mediym Businesses (CEPYME): ''Chances to contain inflation at the 
predicted 12 percent are slim for the period December, 1982 to December 1983, 
given the impact the increase in energy product prices will have on general 
prices, and since a 20 percent increase is already being speculated about 

for electric rates." 


"The final agreement adopted by the social parties to define the limit of 
wage increases will be a definite conditioning factor for investment expecta- 
tions and for inflation, which will again become an ascending spiral if said 
increase range is fixed at the equivalent rise in the consumer price index 
(CPL), especially if you do not keep in mind the reduction in the work week 
and the 9 percent increase in costs that this supposes for the enterprises 
with divided work week. 


"I also consider it to be of concern, especially from the perspective of the 
small and medium-size business, that the government wishes to moderate inflation 
with monetary and credit restructions, which by making credit more expensive 

and inaccessible, will be met with the discouraging of the investor. This 

seems to be indicated by the measures announced to increase liquid fund avail- 
ability by 13 percent and increasing the lending coefficient of the banks 

by 6.75 percent, which already means withdrawing 140 billion pesetas from 

the credit system, without forgetting about the public deficit of more than 

1 billion pesetas. 


"The way to finance the deficit, pay back the liability and develop foreign 
business, are still undefined variables which will also determine the type 

of interest, in spite of which we venture to predict that it will not be enough 
for the GNP to increase by the 2.5 percent forseen by the government, or even 
the 1.5 percent forseen by OCDE (Organization for Economic Data). Nevertheless, 
the development of the complementary measures that the government may be taking, 
will be decisive in clarifying the unknown of the new year." 
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Jose Maria Cuevas, secretary general of CEOE (Spanish Confederation of Economic 
Organizations): 


"The data that is being handled is hypothetical and easily may not become 
concrete with respect to the economic growth projected by the government, 

a growth of 2 to 2.5 percent, and there is even data from the OCDE which analyzes 
projections lower than this index. We feel we should approach 1983 from a 
realistic analysis of little optimism with regard to the growth of activity 

and with reference to income capacity of the businesses themselves, I feel 

it should be a year in which we completely cover any further deterioration 

of the competitive aspects of the enterprises. Nor are the lines of the govern- 
ment's ece omic policy clearly drawn for 1983, and they will not be until 

the proposals of the State and Social Security are better known, but by the 
intent, and by the objectives that have been set as priorities, it could be 

said that we may be facing a difficult year in the areas and aspects of greater 
wage costs, especially with the social coverages with higher public expenses 

to take care of the improvements in rendering social services the government 

has announced, without indicating at what time they will announce it, thereby 
prolonging already known situations, where they may be the danger of greater 
growth in inflation, which they may try to compensate for with stricter monetary 
policies or stricter price controls, which will give an undoubtedly more nega- 
tive result for the survival of enterprise. But all of this, more than being 
predictions, are really fears, and I express them as such, because at this 

time I do not have the basis for judgment to make predictions.” 


Gonzalez Olive, "The projects should be over a medium term.'"' Fernando Gonzalez 
Olive, president of UNIPYME (Union of Small and Medium-Sized Business Organiza- 
tions, Autonomous Craftsmen and Businessmen of Spain): 


"The prospects for 1983 are in large measure contingent upon the immediate 
decisions of the Executive Branch. If the government, when the social laws 

for reduction of the work week, vacation and expected retirement are approved, 
announces the postponement of its enactment until after 1983, collective bar- 
gaining will be possible with fewer sacrifices for the workers and businessmen, 
and labor relations will be able to develop with minimal tension. 


"The great battle in which we in all the social, economic and political sectors 
must participate with solidarity, must bear on creating conditions to repair 
the crisis. To do that it is imperative to surpass the productivity indexes 

of the system, increasing outside competition for our enterprises, containing 
the public and foreign deficit, and significantly reducing the rate of infla- 


tion. 


"In the event that the government does not succeed in adopting measures that 
make the foregoing goals possible, and that the behivior of the social and 
economic groups is inspired by a historic sense, then the economic outlook 
for the next 12 months will not be bright, although it will be hopeful, when 
it is situated as part of a medium-term project for development. 
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"I feel that during the first half of 1983 the trend of increasing unemploy- 
ment will continue and if we all try to do the right thing, in the last quarter 
it may vary, moving slowly toward a recovery of employment and of the production 


system. 


"Lastly, I am convinced that it will not be possible to repair the situation 
without a decisive wage policy of support for the small and medium-sized enter- 
prises, and a strong willingness to share justly in the sacrifices." 


Manuel de la Concha, "Anxious to know the government's economic policy." 


Manuel de la Concha y Lopez Isla, corporate president of the Madrid Stock 
Market: 


"To make a forecast for the next 12 months is very risky without knowing yet 

the macroeconomic picture established by the government's economic policy. 

If actually a lowering of the interest rates and a decrease in the inflation 

rate are confirmed, these would be very positive factors in the economic develop- 
ment for the coming year. And increase in the public deficit and an unrealistic 
labor and wage policy may cause disturbances in private sector funding and 


in business output. 


"It would be necessary to know in greater detail the government's economic 
policy, and specifically the next Budget Law, in order to form a more exact 
idea of the possible development of economic limits for 1983. Nevertheless, 

I feel that there are reasons which allow a certain optimism, such as the 
development of rates of interest on the international market, and the clear 
intention of the government to reestablish the equilibrium in our macroeconomic 


limits." 
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ECONOMIC SPAIN 


ECONOMIC RECOVERY DEMANDED, GOVERNMENT POLICY DOUBTED 
Madrid ABC in Spanish 4 Jan 83 p 20 
[Article by Gabriel de Usera: "Recovery, a Necessity"] 


[Text] Since Spain does not belong to the European 
Economic Community, in whose field of action it falls, 
its economic problems are worsening. Hence, our government 
finds itself with the obligation to act firmly in the 
defense of Spanish interests. This is the generic proposal 
of Guillermo Kirkpatrick expressed from his position as 

. diplomat and official in charge of the foreign policy of 
the Popular Alliance [AP]. Focusing on the dramatic 
situation now being witnessed by our fishing fleet, 
due to the lack of solidarity of the other European 
countries, he urges our authorities to abandon temporary 
setups right away and use their economic bases to defend 
our interests. Carlos Estevez Cano, economist and 
financial adviser, examines two fundamental aspects of the 
market's social economy: The productive dimension and 
disloyal competition. Gabriel de Usera, doctor in 
economic sciences and formerly in charge of public 
finance at the University of Madrid, expresses some 
doubts about the economic policy followed by the new 
government and evidences his concern about the results 
that may be achieved. 


We have reached a point from which, because of the constant downslide of the 
Spanish economy, if we move one more step in the same direction we would 
tumble into an abyss with our return being very difficult. And many of us 
fear that we are falling into the state of stubbornness evidenced so far by 
officials, past and present, in their direction of the Spanish economy. 


This fact has some effects which all of us Spaniards feel and causes which 
only some of us can correct. For this reason, to find the right path it is 
desirable not to confuse the ones with the others. 


Among the effects we must single out as influential in the private sector 
are unemployment, inflation, the constant drop in our relative standard of 
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living, the inevitable rise in domestic prices, the growing indebtedness 
of the public sec.»>r, the high rates of interest on money, the unfavorable 
ratio between import~ and exports, and some others which are more subtle. 


Now then, what is the origin and cause of these symptoms that we find, 
of these effects that disturb us? 


In the first place, the policy of public spending, essentially oriented 
toward consumption, has completely disrupted our economic balance and, 

what is more serious, it has generated an extraordinary deficit which, 

on appearing and growing, at a time of economic recession like the present, 
has become a structural deficit, practically unbearable, and which, 
coinciding with a relative drop in the annual growth in income, daily 
impoverishes, and increasingly at that, the Spanish economy and each and 
every individual. 


The logical and immediate consequence which we have already experienced is 
a growing indebtedness of the state which, since it must repay what is has 
borrowed as well as pay the pledged interest on its borrowings, must go 
more and more into debt, making it more difficult all the time to see its 
way out. Either the government has to increase its fiscal burden on the 
citizens or it must choose the alternative of creating [more] money. 


The most tempting option is that of raising taxes, pressuring the taxpayers 
to the limit, which is what has been done in Spain by every administration 
from the time of the famous and disturbing Moncloa Agreements. And we are 
afraid that the situation will not improve, among other reasons because the 
most influential protagonists of these measures continue to support them 
while holding responsible government positions. 


Furthermore, monetary policy has brought about the increase in the price of 
money, that is, the rise in imterest rates, which has contributed to the 
stagnation in private investment, to national disinvestment, and consequently 
to a gradual impoverishment of the people generally. And this is what the 
citizen perceives and this is what must be corrected, 


How could we achieve this? We do not claim that in the broad outline that 
can be sketched in a periodical article one can find an overall solution, 
but we do indeed identify the means which, in our opinion, would help to 
offset those negative effects. 


In the first place, it is necessary to reduce the public deficit very 
drastically so that if something must remain, it should give the impression 
of being a phase, that is, of being temporary and constantly directed to 
capital-formation solutions and productive investments (infrastructure, 
education, social welfare, and other similar measures). 


The reduction of the public deficit cannot be realized at this time other 
than by cutting down on operational expenditures rather than by increasing 
the tax burden which has reached a limit impossible to exceed as long as an 
increase in national income does not rise above the growth in such fiscal 
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pressure. We do not believe it impossible to effect this cut in deficit 
through expenditures given that, by way of example and without wishing to 
frighten anyone, we note that the entire public sector in 1981 had consoli- 
dated expenditures of 5.725 trillion pesecas, which represented 33.1 percent 
of the Gross Domestic Product which, for Spain, is an excessive ratio. 

For this reason it does not seem much out of place to strive to cut 
expenditures in the future with the purpose of getting our sad national 
economy in order. 


Another measure which seems to us indispensable and deserving priority is to 
reactivate private investment and have it fulfill the mission that should be 
assigned to it in the general economic process. For that purpose, in the 
first place, the public sector should not compete with private investment 
through means that would restrict it and secondly, savings should be 
encouraged to flow toward productive investment. 


It is necessary to inculcate confidence into the prospective saver both by 
means of some rightful and possible profits and by giving him political and 
legal assurance that his savings will not be confiscated by some system or 


other. 


Whatever the incipient investor (whether an individuai or a firm) does in 
future, it is necessary that at present he should have the ‘bility to save 
and the best system is not to drown him with taxes but contrariwise to 
arrange so that the portion of his earned income directed to productive 
and not speculative investment should be free of fiscal levies. 


To my thinking, these are the fundamental premises to adopt to get the 
Spanish economy moving again, but I am very much afraid that the opposite 
direction will be taken since the initial measures chosen by the Socialist 
government are already creating situations that will impact more in 
aggravating the causes than in eliminating them and therefore will worsen 
the harmful effects (price rises that have already occurred, a drop in 
productivity with the reduction of effective work, and for this reason, too, 
an increase in the costs of production, disincentive to savings, and other 
effects which will unfortunately happen). And this is in the general belief 
that the activities of the government are moderate. We must be very wary 

of future events and I believe that these are not very far off because the 
effects of Socialist policy, even though it only implements the government's 
minimal program and does not extend to its ultimate orientation as a 
Socialist party, will daily aggravate the economic situation. Thus, it would 
not be very strange if, before the helplessness to correct the situation, 
the government should give in to the dangerous temptation of worsening and 
radicalizing the situation. It has sufficient power and force to try it, 
but I do not believe that it is justifiable to consummate it since the 
Spanish people have sought a change, but for the better, rather than a 
socialization of freedom that depresses their standard of living. 
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ECONOMIC SWEDEN 


PAPER COMMENTS ON RENEWED SDP DRIVE ON WAGE-EARNER FUND 
Stockholm SVENSKA DAGBLADET in Swedish 14 Jan 83 p 2 


(Editorial: "The Funds Are Near"] 


[Text] Those who thought that the Social Democrats would abandon the 
LO-SAP [Federation of Trade Unions-Social Democratic Labor Party] recom- 
mendation for wage-earner funds have not been paying attention. On the 
contrary, social democratic activity has increased and the goals have been 
more clearly defined. 


The plans call for accomplishment in two steps: a temporary system beginning 
in 1984 and a recommendation for a permanent system to be established in 


1985 at the latest. 


The Social Democratic Party leadership has now gone so far on the fund ques- 
tion that there is no way for the party to turn back. There have been prom- 
ises made and expectations created among the active party workers and active 
functionaries within LO. The pressure from the active cadres is forcing 
development of the funds issue. 


What good is it then that the arguments for the funds are actually crumbling 
apart? What good is it that opinion polls show a strong opposition among 
the people against collective funds? Socialism will still be forced through. 


The government has now appointed two investigating committees, one on profit 
sharing and one on the technique of placing the funds. Representatives of 
business organizations are not participating in the investigations. On the 
other hand the government has succeeded in getting the head of Scania, 

Bjorn Wolrath, and the head of Gambro, Anders Althin to take part. 


Let us imagine that one of the bourgeois governments appointed a committee 
in which LO and TCO [Swedish Central Organization of Salaried Employees] 

did not choose to cooperate. Let us further assume that the government then 
decided to hand pick some special trade union officials (perhaps with bour- 
geois sympathies). It is easy to imagine what an uproar that would cause 
from the Social Democrats, an uproar which would be directed against the 
government and the union leaders chosen. 
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SVENSKA DAGBLADET has said that the Social Democrats should put together 
their fund recommendations all alone. It was extremely unwise of business 
to participate in the forming of the funds. Those who do not want to fur- 
ther the advance of socialism in Sweden should naturally not help create 
the technique for carrying it out. 


The best actual source of information on the Social Democrats’ current fund 
tactic is an interview with Finance Minister Kjell-Olof Feldt in the Social 
Democratic Party newspaper AKTUELLT. 


There he said that it is intended that several concrete steps will be taken 
in the formation of a wage-earner fund system. In this way the hope is 
that during 1983 the decision will be made for a more permanent profit- 
sharing system beginning in 1984, the resources of which will be used to 


buy stock. 


Feldt promises further that a complete recommendation on the fund system 
will be presented well before the election in 1985. Obviously the results 
of the investigating committees will be added, which will arrive just before 
and just after summer, and be used both for the temporary and the permanent 


fund system. 


In the interview Feldt said further that "for the most part the criticism 
which has come from business during the past 2 years has been very friv- 
olous."" So easily are the viewpoints of business brushed aside. 


The argument that the Social Democrats are now using so diligently is that 
the funds are needed to work against the pay glide in a situation where 
business profits are expected to rise. There is, however, no support for 
the assumption that there is a connection between the profit level and the 
pay glide, nor that the collective funds would dampen the pay glide. 


On the contrary it can be imagined that profit sharing, for example according 
to the Volvo model with individual stock ownership, can have a positive 


effect on increasing pay. 


In the democratic world Sweden now stands out as having the largest public 
sector and the strongest political and trade union power concentrations. 
Now we will go still farther down that road by way of the LO-SAP funds. 
Diversity and freedom will be reduced. 


This threat will not be lessened by introducing the funds in steps accord- 
ing to the Swedish socialist plan. 


1984 will soon be here. The funds are near. 
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POLITICAL FINLAND 


PAPERS, PARTY LEADER COMMENT ON SKDL DEPARTURE FROM CABINET 
Moderate CP Organ Denies SKDL Ploy 
Helsinki KANSAN UUTISET in Finnish 3] Dec 82 p 2 


[Editorial: "To the New Year Under a New Setup"] 


[Text] Truly varied is the series of charges which the nonsocialist and Social 
Democratic press levelled on 30 December 1982 in the direction of the SKDL 
[Finnish People's Democratic League] parliamentary group because of the way in 
which it voted on the arms procurement proposal in the budget, which then led 
to a crisis in government. The most frequent of these charges is the allega- 
tion the SKDL wished to leap into the opposition for the duration of the elec- 
tion campaign in order to avoid collaboration in the cabinet, hoping thereby 


to gain tactical advantage. 


This, however, is a misrepresentation. The SKDL parliamentary group did not 
wish for a crisis in government. The most convincing evidence of that must 
surely be the desire for conciliation that the People's Democratic movement 
demonstrated during autumn 1982 when it made decisions on truly serious issues 
in connection with the devaluation resolutions. The SKDL could not, of course, 
condone them, but on the other hand it did not wish to use them to create a 


crisis in government. 


In the discussion of the proposed increase inthe purchases of arms, the SKDL 
with its proposals was perpetuating its traditional policy of orienting toward 
disarmament. The main cause of the crisis can be found in the new procedure 
adopted by the prime minister, which may be caused by smoldering dissatisfac- 
tion within the Social Democratic Party itself arising from the altered stands 
taken in respect to defense policy. It ought to be remembered that both of the 
leftist parties have in many of their decisions indicated similar objectives 
in favor of freezing arms appropriations. For that reason as well, it is sur- 
prising that a governmental crisis could have been created about the matter. 
But in any event, the transition into the new year and into the election cam- 
paign will take place under changed governmental policy conditions. 


Known also is that ahead lie truly serious times and major problems associated 
with the uncertainties of economic developments, increasing unemployment and, 

apparent in powerful form now also in Finland, attempts to halt social reform 

and to make cuts in social welfare, to name a few. 
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In this kind of a situation, even a slight fluctuation toward the right in the 
country's political setting would mean fateful consequences to the working 
population of the country and in the sociological development of the country 


in general. 


And conversely, from the viewpoint of the working citizenry, the forthcoming 
period of crises will be surmounted all the more readily in proportion to the 
political strength of the People's Democracic movement. 


In the transition to the new year, the ideals of peace and security are fore- 
most in the thoughts and hopes of the citizens. 


Even in the new conditions the People's Democratic movement wields all its 
resources in the struggle for peace and disarmament, for the extension of dem- 
ocracy, for the securing of the livelihoods of those who toil, and for the 


continuation of social reform. 


Stalinist Paper Explains Stand 
Helsinki TIEDONANTAJA in Finnish 31 Dec 82 p 2 


(Editorial: "A Policy of Crisis"] 


[Text] With few exceptions nearly all the political analyses concerning the 
cause of the governmental crisis proceed from the premise that the obstacle 
confronting the present administration arose and intensified because of dis- 
satisfaction with the administration's policies. This analysis applies 
equally well to the People's Democrats and those Social Democrats who voted 


against the administration policy. 


The dissatisfaction is greatest of course among the supporters of the People's 
Democrats. That is because the administration's economic and budgetary polic- 
ies differs concretely from the decisions of the SKDL and the Finnish CP, and 


from the interests of the workers. 


It has been clear to the People's Democrats and their supporters that it is 
impossible to attain any change in the present administration. This arises 
from Center Party opposition and what is most special, primarily from Social 
Democrat opposition. For that reason the demand for a change in policy meant 


departure from the administration. 


Dissatisfaction with administration measures has increased also within the 
Social Democratic Party and among its supporters. The strain was extremely 
tense during the voting on defense appropriation, because the official stand 

of the Social Democratic Party is in oposition to the increasing of war appro- 
priations. Although their group in parliament almost unanimously supported 

the administration proposal in parliament, that fact does not serve to hide 

the growing dissatisfaction. it is on this fact that Prime Minister Sorsa's 
special form of enforced resolution is based, namely, that the cabinet must 

fall and it must resign as a body since the Social Democrats will not volun- 
tarily leave the administration. To an equal degree that this was a consequence 


53 











of the almost unanimous opposition to the war appropriation by the People's 
Democrats, it was vnavoidable because of the internal disintegration among the 


Social Democrats. 


The People's Democrats and the Communists can therefore now be..r to be in the 
opposition in respect to the administration's economic policy and, because of 
that, outside of the administration. 


However, this is still far removed from the kind of internal and economic pol- 
icy thinking and practice that is acceptable to the Communists and the People's 
Democrats. If the fact that the other parties participating in the administra- 
tion are coaxed excessively to the point of inanity by attempts to explain to 
them that the intent was not at all to wreck the government, should appear to 
indicate that the intent was not in fact an attempt to change the policy, then 
the vote against the defense appropriation will begin to look like a gross 
error, since supposedly it was not assumed to cause a government crises. 
Otherwise there would not have been such a vote. 


In addition, it is not of minor significance that Ministers Kivisto and Wahl- 
strom refrained from voting and that Arvo Kemppainen stated, his vote notwith- 
standing, that he is in favor of raising the defense appropriation in accord- 
ance to the administration recommendation. These must not, of course, be 
viewed as isolated instances, but as reflections of an antiworker economic 


policy with which we must yet contend. 


This could very well be even an indication that already now the preparations 
have begun for the new collusion in the cabinet for the joint carrying out of 
the present economic policy after the parliamentary election. The overall pro- 
posed budget has not yet been subjected to criticism by parliament in respect 
to its actual policy. That which has already been voted on was a vote on a 
particular item, though a truly important one. Now it is known on which side, 
whether for peace or for increased arms procurement, each one is aligned. 


Although it is possible to predict many things in many ways on the basis of the 
vote in parliament and on the fate of the cabinet, it may be evident that the 

situation that came into being "accidentally" is an indication of the existence 
of certain new possibilities for united effort by the People's Democrats. This 
would not have been possible without a class-oriented, decisive, and unyiedling 
political policy in keeping with Finnish CP decisions. Nor can it be any other 


way even in the future. 
Sorsa, Koivisto Seen as Victors, Communists Losers 
Helsinki UUSI SUOMI in Finnish 2 Jan 83 p 2 
[Commentary by Johannes Koroma: "To Each According to His Wish"] 
[Text] Government crises in Finland are already so far distant historically in 


Finland that now even a minor faltering on the part of the administration is 
beginning to rate as real news, even internationally. 
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For instance, the Reuter's news agency was able to concoct a full 8-word news 
item, for a total of one and one half lines, about this recent interchange, 
and at least one American radio station re:ported on the government crisis in 
Finland in a newscast. Of itself, government crises in Finland are not news 
because they have been taking place constantly since summer 1982, but the cir- 
cumstances of the event can be more intriguing. 


Now that the Communists have already attempted for the third time to get into 
the opposition, the people ask: Once again, will Koivisto yield, will Sorsa 


gain his wish? 


When the president causes his prime minister to seek resignation twice, and 
finally when the resignation is accepted on the third round, it appears to be 
a run-around, but nonetheless, there is still hope of a reconciliation--from 
Koivisto into the direction of the Communists. 


Kalevi Sorsa can afford to do that, and for that reason the president is mak- 
ing preparations, perhaps for a people's front after the election, should the 


possibility present itself. 


And satisfaction reigns everywhere as Koivisto receives recogaition for his 

willingness to conciliate, Sorsa is able to oust the Communists from the cabi- 
net and gains respect for his firmness, Vayrynen is able to place Berner into 
the cabinet, and the Taistoists get their deviating comrades out of the cabi- 
net. The only one who is not on the receiving end is Stenback, but he in fact 


already has everything. 


And perhaps the one who gained the most was Esko Rekola who was kicked upstairs 
directly into retirement. The cabinet has not in a long time had a minister 
better or more industrious that he. He was made to leave because he was not 
enough of a politician or adequately Center Party oriented. 


When Koivisto appointed his associate Sorsa as "cabinet negotiator" the crisis 
rapidly drew to a climax. The lists of ministers came into being in story- 
book style, perhaps with undemocratic speed. The prime minister obtained his 
desired resignations with the proficiency of a well-lubricated administrative 
machine, and the people of the country were able to heave a sigh of relief be- 
cause the country finally had an operating, a patronizingly reliable, and 


shock-proof cabinet again. 


The considerations that apply are worth noting, however. If Sorsa had obtained 
a proper resignation, Koivisto would have been placed into conflict with him- 
self. He has repeatedly stressed the importance of parliament and of parlia- 
mentarianism in the forming of a cabinet and also in its dissolution. 


It would have been highly unprecedented had Sorsa, understandably because of 
the urgent iueed for a shortcut imposed by the election, been appointed to nego- 
tiate a cabinet on a narrowed basis directly, without conferring with any of 


the other parties in parliament. 
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And if, on the other hand, desires about the cabinet had been sought and, for 
instance, they had .'1l been drawn from the Conservative Party, what would have 


been the result? 


It would have been quite distressing for either the Social Democratic Party or 
the Center Party to announce on the eve ofthe election that they did not want 
to participate in the administration with the Conservative Party for lack of 
time to conduct proper program negotiations to discover points of concurrence. 


The president himself has not expressed any great wish for such a cabinet, al- 
though he has not entirely written it off as bad politics. 


That kind of a cabinet would have made it quite difficult for Sorsa to enter 
the campaign after the Communists acquired freedom to talk as they wish. 


For that reason it was fortunate for everyone that Koivisto was able to attain 
his wish and the cabinet did not resign as a body. And Sorsa also attained his 
wish by driving the Communists out of the cabinet. This time there was no 
backdoor assistence forthcoming for Kalevi Kivisto from Koivisto. 


If the fall of the government was a part of the Communist election campaign 
tactics, then the new government that has risen from the ashes is part of 


another kind of tactics. 


The "B edition" of the Sorsa third cabinet is more nonsocialist dominated than 
any of the previous ones, not only in its thinking, but in fact in its actions. 
The political center of gravity shifted with the change in the crew, tacti- 
cally toward the right. Nor will any of the Social Democrats hasten to deplore 
that, although certainly some would wish to do so. In respect to its size, 
that party is internally unbelievably sound, confirmed in its thinking, and 


committed to its campaign tactic. 


Sorsa's strength and self-reliance befits him well for the carrying out of the 
nonsocialist policy whenever it is to the clear advantage of the party. That 
was evident already in the vote that broke up the cabinet, in which Sorsa found 
himself in conflict with his own convictions in the image of a promoter of 


disarmament. 


The carrying out of a semibourgeios policy will place a test upon the party, 
but that will not fragment it. Instead, it will serve clearly to fragment the 
possibilities of the Conservative Party in the displaying of its own alterna- 
tives to the voters, the true content of the government election. 


Thus Sorsa rises to become the state caretaker of the state caretaker party, 
his profile moderates and softens to the point where he is soon indistinguish- 
able from Ilkka Suominen, except for the pipe smoking. 


But the smiling undercover member of the bourgeoisie can transform himself to 
the opposite, an untiring fighter in the people's front, Koivisto's faithful 
adjutant. Koivisto's policy has not changed, he has believed in the people's 
front since the 1960's. 
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If the election result at all condones it, if it is possible to win the Conm- 
munists to its support, then the former government alternative is in first 
order because the base is familiar, and Sorsa isthe one who will form it. 


Only the program is lacking and perhaps that too would change. Because the 
Communists, to whom even a brief period in the opposition will bring some of 
that much-reviled additional value, now know their worth. 


Conservatives’ Sillantaus Sees Gains 


Helsinki UUSI SUOMI in Finnish 3 Jan 83 p 6 


[Article: "Sillantaus Deplores Rejection of Rekola; Conservative Share in 
Government Rising" ] 


[Text] The possibilities for the Conservatives to attain representation in the 
cabinet after the parliamentary election have imporved after the departure of 


the Communists. 


That is the view of Chairman Pentti Sillantaus of the Conservative Party group 
in parliament. 


Sillanpaa considers the rejection of Foreign Trade Minister Esko Rekola (unaf- 
filiated) to make way for the Liberals to be a bungling stunt on the part of 

the Center Party. "I believe that the Communists will be at a definite disad- 
vantage in spring 1983 when the new cabinet is to be composed," Sillanpaa told 


UUSI SUOMI. 


He bases his view on the fact that, because of their internal strife, the Conm- 
munists have drifted into a situation in which the opposition appears more 
persuasive. In addition, Sillantaus feels that the Communists in the cabinet 
have for years been regarded gomewhat like adopted sons. The situation can 
hardly change to anything else in two months, he feels. 


If an attempt is made to drive the Communists back by force into the cabinet, 
it would be a violation of parliamentary principles in Sillantaus' opinion. 


Exit From People's Front in Open 


The recent departure of the Communists from the cabinet was not caused by the 
defense appropriation, but rather, by an inclination of long standing, 
Sillantaus believes. The Social Democrats finally tired of the special priv- 
ileges that the Communists constantly sought for themselves. 


"The collaboration between the Social Democrats and the Center Party can now 
consolidate at the subsoil level. 


"The parties may now succeed in licking the wounds they have sustained from 
their quarrels, which we have had to tend for them like godmothers," notes 


Sillantaus. 
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The door to leave the people's front is open, according to Sillantaus. "It 
is easter to change the basis of a majority government now, during the period 
before the election, while the Communists are out of the cabinet. Support 


" a 


must be sought from the direction of the right, Sillantaus feels. 
Rekola's Departure Unnecessary 


The exchanging of uncommitted Minister Esko Rekola for Liberal People's Party 
Chairman Arne Berner was completely uncalled for, according to Sillantaus. 

"The exchange was a degrading trick to play upon Rekola, who had created a not- 
able part as foreign trade minister. 


"For what imaginable reason did Rekola need *o be sacrificed on the altar of a 
four-person parliamentary group [that of the Liberal People's Party]? The man 
had served his post well," Sillantaus avers. 


The argument that the exchange was justified by an attempt to gain a majority 
in parliament is untenable, Sillantaus feels. Prior to the election there can 
be no upcoming matter for which support could not have been attained through a 
governmental front. 


Liikanen Attempts to Mollify Communists 


The change in the basis for a cabinet ought not to lead to the carrying of 
grudges nor to undue tension among the leftist parties, said Party Secretary 
Erkki Liikanen of the Social Democratic Party, in Ristiina on 2 January 1983. 


"Although the collaboration in the cabinet has ended this time because of in- 
ternal difficulties in the Finnish CP, the leftist parties have many areas in 
which collaboration is greatly needed from the viewpoint of the constituencies 
of both parties, and of the interests of the entire nation,” he noted. 


According to Liikanen, the continuation of the collaboration in other matters, 
and even return of the collaboration to the cabinet level, is made easier the 
sooner we learnto refrain from useless fanaticism and pointless attacks upon 
one another. "It would now be easy to open wounds, the healing of which would 
be time consuming. But the Social Democratic Party will consciously refrain 
from doing that." 


A Key Question For the Center Party 


Liikanen feels that it is important at this time to make sure of the continu- 
ation of the collaboration in the cabinet between the Social Democratic Party 
and the Center Party. 


"A key question in the long-range view is whetherthe Center Party wishes to 
accept the premise for all of the collaboration namely, that one participant 
inthe cabinet is not to take advantage of any gains at the expense of the other. 


"Because of the historical burden, the accepting of this principle has some- 
times been quite difficult in the relationship between the Center Party and 
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the Agrarian Union. Let us hope that better sailing has been attained in this 
respect as well," Liikanen said. 


Christian Unionists Seek New Strength 
"The new cabinet resolution clarified the situation prior to the parliamentary 


election, and possibly even for the period following," said Christian Union 
Party Secretary Jouko Jaaskelainen in Tampere on 2 January 1983. 





He believes that it will be easier than before in the new situation to enlist 
fresh new forces into accepting responsibility in the cabinet. Jaaskelainen 
considered the resolution "sratifying after many years of manipulations," but 
that in his opinion some of the decisions could have been made sooner. 
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CLITICAL PINLATD 


MANY SKDL DISTRICT CRGANIZATIONS R=ESTIVS CVER CRISIS =SVANTS 
Helsinki HOLSINGIN SANCMAT in Finnish 11 Jan 82 p 11 
[Article: "SKDL Delegation nds Debate over Government Crisis"] 


[axcerpt] The SKDL [Finnish People's Democratic League] parliamentary dele- 
gation decided on Thursday to officially end the debate over the dissolution 


of the government and the SKDL's joining the opposition, 


The delegation decided that its chairman, Veikko Saarto, should give the SKOL 
party council a verbal report on the government crisis that would bring the 
SKDL into the opposition, The council will meet next week, 


The SKDL party administration had demanded a report from the parliamentary 
delegation because many SKDL district organizations were dissatisfied with the 
course of events, Furthermore, some SKDL parliamentary representatives were of 
the opinion that they had, among other things, been deliberately led astray, 


Qn Thursday the SKDL district organizations asserted that now is not the tine 
for the delegation to dwell on the past and argue over what should be put on 
paper concerning the government crisis, That time will come later, 


In the stand it adopted on Thursday, the SKDL parliamentary group demanded 

that the government quickly deliver to Parliament the social welfare package 
bills agreed on in connection with the devaluation, In the opinion of the 
SKDL, the dawdling over the package indicates that the government has no inten- 
tion of redeeming its promise to raise child subsidies and improve unemployment 
compensation, The SKP {Finnish Communist Party | Politoduro expressed a similar 
desire on Wednesday, 


The SKDL delesation also decided to support the effort to get those government 
proposals that are already before rarliament and discussion of which SKDL 
ministers in the government are participating in through Parliament, 
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POLITICAL FRANCE 


GREMETZ ON PCF, FRENCH RELATIONS WITH CHINA; IMPRESSIONS 


Paris CAHIERS DU COMMUNISME in French Dec 82 pp 66-76 


[Article by Maxime Gremetz, member of the PCF Politburo and Central Committee 
secretary] 


[Text] Following the publication by L'HUMANITE of statements 
or speeches made in China during the recent visit by the PCF 
delegation headed by Georges Marchais, secretary general of 
the PCF, Maxime Gremetz, member of the Politburo and secretary 
of the Central Committee, here explains the impressions and 
lessons he brought back from that trip. 


The PCF delegation headed by Georges Marchais! that visited the PRC from 13 to 
26 October 1982 was able to acquaint itself with the realities in that country 
thanks to various meetings and numerous visits.* With the leaders of the CCP, 
it was able to discuss the respective opinions held by each side concerning the 


major issues of the moment. 





1. The PCF delegation also included Maxime Gremetz, member of the Politburo and 
secretary of the Central Committee; Raymond Jeanne and Jean-Francois Gau, 
members of the Central Committee; and Jacqueline Fraysse-Cazalis, deputy in 
the National Assembly. It met with a CCP delegation headed by that party's 
secretary general, Hu Yaobang, and consisting of comrades Ji Pengfei, member 
of the Central Commission of Councilors and member of the Central Committee; 
Feng Xuan, member of the Central Commission of Councilors; Qiao Shi, member 
of the Central Committee, alternate secretary of the Central Committee Secre- 
tariat, and director of the Central Committee Department of International Re- 
lations; Quiou Liren, deputy director of the Department of International Re- 
lations; and Wang Linjen, deputy chief of the European Section. It also met 
with Deng Xiaopeng, member of the Politburo and chairman of the CCP Central 
Commission of Councilors, and with Premier Zhao Ziyang. 


2. The PCF delegation visited four cities, including Shanghai, and traveled 
through the Chinese countryside several times. It visited a big dam and the 
related hydroelectric complex, various factories or workshops, a petrochemi- 


cal complex, and a people's commune. 
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Importance of This Meeting 


After a break in relz.ions between the two parties that had lasted over 20 years, 
this trip was an event that received a great deal of attention in the national 
and international press, which tried to assess its full significance. 


The welcome we received in China was exceptional: it was everywhere fraternal, 
warm, and very friendly. 


By means of the very high quality of its welcome, the CCP wanted to show the 
full importance that it attached to our trip. And the Chinese press also de- 
voted numerous and lengthy articles to the visit by the PCF delegation, often 
publishing in tneir entirety the statements or speeches made in our name. 


The hours of talks that we had took place in an atmosphere of great frankness 
and openness of mind; at no time was the discussion stiff: it was lively, and 
the exchanges were frequent. As a result, a style favorable to a real compari- 


son of opinions was established. 


What impressions and what lessons do we bring back from this trip? That is 
what I will try to make clear here by discussing in turn Chinese domestic pol- 
icy, a few features of China's foreign policy, and, lastly, the question of re- 
lations between our two parties. 


1. China's Domestic Policy 


It must be clearly understood that the China of 1982 is no longer that of the 
Cultural Revolution. 


Criticism by the Chinese leaders of the mistaken ideas of the past is ertremely 
clear-cut, and those errors are being combated vigorously. 


Lessons of the Past 


Comrade Hu Yaobang's report to the 12th CCP Congress last summer was completely 
unambiguous on that subject. 


According to the CCP, the Cultural Revolution--which lasted from 1966 to 19/76-- 
had been preceded by a period in which the first leftist errors had appeared. 
Having caused China considerable harm, that era is depicted as a "black period" 
of "thorough chaos." Those were terrible years which, because of an extreme 
leftist line, shook the Chinese economy and even the Communist Party itself. 
Chinese Communists feel that without the Cultural Revolution, China would be 
one-quarter more developed agriculturally and industrially than it currently is. 


Those assessments were confirmed to us with no ambiguity by our Chinese comrades. 


The Cultural Revolution, which ended with the fall of the "Gang of Four," was 
followed by a period of hesitation that lasted 2 years, after which China was 
finally able to resume a sound and normal course of development. Chinese lead- 
ers say that the work of the third session of the Central Committee that emerged 











from their party's 1lth congress (in 1978) was a fundamental moment in that new 
policy. 


For our part, we within our party have never been tempted to listen to the 
siren voices here and there, and even in our own country, of those who praised 
the Cultural Revolution to the skies even though it was a perversion of social- 
ism. On the contrary, we firmly rejected them. We have therefore followed 
with interest and attention this positive development for China and its people. 


Drawing its own conclusions from a painful period, the CCP acted in conformity 
with the feelings and sensitivities of its people. 


As regards Mao Zedong, the CCP did its best to consider circumstances from the 
proper perspective by reassessing Mao's role, place, and responsibilities in 
the light of history. The Chinese Communists acknowledge that his great merit 
was that he led the Chinese Revolution to its success in 1949 and then helped 
to lay and reinforce the foundations of Chinese socialism. But they feel that 
as China's supreme leader, he was fully responsible for the very serious errors 
that were committed. They do not try to water down that responsibility in the 
area of the cult of personality, which is denounced. 


That is a way of assessing things and the role of men that can only meet with 
our understanding. 


First Results 


The CCP has therefore been working away at the task of rectifying the errors 
committed. That effort has already produced its first results, and they are 


considerable. 


On the political level, China has recovered its equilibrium. The state leader- 
ship has been stabilized, the j{nstitutional organs are functioning normally 
again, and constitutional amendments are being worked out and should be adopted 


in the near future. 


Party life has resumed according to the normal operating rules: those of demo- 
cratic centralism. We were told that there has been a revival of the good tra- 
ditions that emerged from the revolutionary struggle in China and the first 
years following liberation. The CCP currently has over 40 million members, 

and Communist Youth has 30 million. According to our comrades, the essential 
work of correcting the party's leading ideas has now been completed. The re- 
sult has been a restoration of the political situation, increased party unity, 
better ties between the CCP and the people, and grea’ er union for China. 


On the economic level, China has again embarked on a much sounder and more 
realistic path to development. An annual growth rate of between 5 and 6 per- 
cent is predicted for the GNP between now and 1985--for the period from 1980 

to 1985. The Chinese leadership has adopted long-term objectives in stages for 
the next 20 years--that is, between now and the year 2000. In the first stage, 
it remains necessary to complete the Sixth Plan, which will end in 1985. In 
the second stage--after the People's Assembly has discussed and adopted it-- 
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China will begin to implement its Seventh Plan. Between now and the end of 
1990, China expects © be able to double the total value of its industrial and 


agricultural production. 


The general early results that have just been mentioned indicate that China has 
the will to continue on the realistic path that it has now adopted: the path 
established by the 12th CCP Congress. 


The fact remains, however, that China is having to cope with big problems. 


From Underdevelopment to Population 


The basic problems discussed with us by the Chinese leaders are economic and 
political in nature. 


At no time do the Chinese Communists conceal the fact that their country is 
still backward and underdeveloped. Since its revolution in 1949--and because 
of it--China has certainly made important and decisive gains as regards its in- 
dependence and subsequent development. It has some high-technology sectors-- 
in engineering, electronics, or chemistry, for example. But coexisting with 
its developed sectors is a vast underdevelopment that places China, a socialist 
country, among the Third World countries. 


One of the most crucial problems is population. China had 540 million inhabi- 
tants in 1949. In the 33 years since then, its population has almost doubled 
and now exceeds 1 billion. Every year, 19 million babies are born in China. 
Making allowance for deaths, the net annual population increase is 13 million. 
Those are impressive figures, and we were told that tueir negative aspect out- 
weighs the positive. This is all the more true because the vast majority of 
the population is concentrated on land suitable for cultivation, which repre- 
sents only a fraction of Chinege territory. This explains the strict policy 
of birth control that the government is trying hard to implement and enforce. 


To cope with all the problems related to the country's underdevelopment as well 
as the appearance of the people's new needs, the Chinese Government is stress- 
ing the development of agriculture and light industry. At the same time, it is 
continuing to develop heavy industry and the big public utility projects such 
as the huge Yi Chang Dam on the Yangtze River, which we visited. 


The government does not intend to cut itself off from the rest of the world. 
On the contrary, it intends to develop its trade with the outside world and to 
take advantage in a pragmatic manner of foreign technologies useful to it. 


In the area of the domestic economy, the Chinese leaders are seeking more flex- 
ible operating rules, in particular by making more room for the market economy. 
In agriculture and industry, profit sharing for the workers is a practice that 
is growing, the principle being that everyone should be remunerated as well as 
possible for the work that he actually does. That, our interlocutors told us, 
has begun to yield positive results leading to better productivity and a leap 


in production. 
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In the area of distribution, our delegation was impressed by the way in which 
the Chinese manage to handle their affairs--for example, wherever we went, we 
always found well-stocked stores. 


In the area of economic reforms, the next 2 years will be used to conduct a 

survey and reflect seriously on what remains to be done. The reforms will be 
concerned with a very large number of sectors: planning, enterprises, prices, 
wages, and management. The changes will not be implemented until the 2 years 


are up. 
Socialist Democracy, Rejuvenation of Cadres 


In the political area, the Chinese delegation discussed questions relative to 
the rejuvenation and replacement of cadres, the struggle against bureaucracy 
and corruption, and democracy. 


The rejuvenation of cadres is visibly one of the major problems facing the CCP. 
Over 2 million cadres are veterans--that is, men and women who have been at 
their jobs since before 1949. The problem, we were tolc, is acute. 


That is one reason why some of the oldest leaders have been placed in the "sec- 
ond line" as part of a party "think tank." A first step has been taken, not 
only at the party level but also in the People's Liberation Army and the state. 
But a great deal remains to be done, notably in the provinces. This will be 
one of the important tasks over the next few years. The CCP lays great stress 
on this issue and on the need to promote leaders capable of grasping the new 
specific facts in China and the world today: men and women having the necessary 
knowledge and competence in science and the new technologies. 


A big effort has been initiated to combat bureaucracy within the party and the 
state and to combat corruption. The CCP is considering a reduction in the 
staffs, which it considers excessive, in various administrative or political 
sectors. In doing so, it will have to establish retraining courses and train- 
ing capable of handling millions of people so that the problems of employment 


will be solved satisfactorily. 


Our interlocutors also strongly stressed the development of socialist democracy. 
Chinese leaders lay great stress on this as a means of improving economic effi- 


In this connection, they have undertaken a vast process of reflection 


ciency. 
" under- 


embracing the social aspects and what they call the "new civilization, 
stood as a Communist ideal and Communist morality. They told us they understood 
why the PCF abandoned the notion of the dictatorship of the proletariat and em- 
phasized that they have also given it up. For their country, the Chinese Com- 
munists intend to speak from now on of "socialist democracy plus socialist le- 


gality." 


It is clear that the Chinese Communists have learned their lesson from the Cul- 
tural Revolution, which engendered innumerable crimes and resulted in the dis- 
integration of the basic democratic rules. In their opinion, the new period 
calls for drawing up and implementing appropriate legal instruments. 











Our Chinese comrades also told us that they had learned from what is called the 
period of Stalinis~. They now explain that it is no longer possible to allow 
the party to be the .».!le judge of errors that may be committed by its members. 
The government courts must deal with such matters, and their action must serve 
both to ensure penal reparation for such errors and to protect the accused. 
This new stand on the part of the Chinese Communists has begun to generate im- 
portant reforms in the field of law, and these will be reflected in the Chinese 
Constitution. It is aimed at developing and rooting the democratic process in 
China, and this can only delight us. 


Naturally, it is not appropriate to gloss over Chinese reality and think that 
the basic difference of opinion on the question of democracy as a universal 
component of socialism has now disappeared. What needs to be noted here is the 
existence of that new democratic process being instituted in China: that is the 
essential thing today. And it is all the more appropriate to make note of it 
since an anti-Chinese campaign on the issue of freedoms has started to grow 

here in France--a campaign that is explained above all by the rage and frustra- 
tion with which our class opponents are noting what we ourselves are noting with 
satisfaction: today's socialist China is developing in a direction that is fav- 
orable to the struggle by Communists in France and the rest of the world. 


Chinese-Style Socialism 


On the domestic level, therefore, our visit to China enabled us to rediscover a 
socialist country on the move, a country that is following an original path that 
takes its history into account, and a country that has already seriously cor- 
rected its errors and undertaken a vigorous struggle against those who oppose 
the line laid down at the 12th CCP Congress. 


Everywhere we went, we were able to assess the superiority of socialism--the 
socialist system. 


China, a poor country, is not the country of unbearable poverty and of those 
shameless gaps in wealth that one encounters in other underdeveloped countries. 
We were unanimously able to observe this within our delegation, whether in 
Peking, Yi Chang, Xian, Shanghai, or Zu Zhou. And the Chinese people owe that 
fact to their socialist system. It is profoundly encouraging that they now in- 
tend to develop that system seriously and patiently on the basis of their own 
specific character. Consciously borrowing an expression of our own, the Chinese 
Communists told us that they are developing a "Chinese-style socialism." 


The Chinese delegation paid very close attention and showed very great interest 
in Georges Marchais’ account of the PCF's policy. It is interesting to note 
that on several occasions, the secretary general of the CCP, Hu Yaobang, said 
he appreciated the PCF's efforts in trying to work out an original path: a 
French path to socialism. 


Our interlocutors pointed out that they understood our approach perfectly. 
Like us, the CCP's leaders feel that for every Communist Party, it is a matter 
not only of "taking into account" national realities, but also of using those 
realities as the basis on which to work out and implement the original social- 


ism that every people needs. 











Our interlocutors also strongly expressed their interest in the concept we have 
of our theory, scientific socialism. 


2. Chinese Foreign Policy 


Everyone knows that the CCP"s foreign policy has long been a source of profound 
disagreements with the PCF. The discussions we had enabled us to note that ex- 
tensive areas of agreement now exist between our two parties even while disagree- 
ment persists concerning certain international problems. 


In the Nature of American Imperialism 


It must be remembered that there was a time when China gave priority to the de- 
nunciation of what it calls "Soviet hegemony" and that it drew all the resulting 
conclusions as far as its foreign policy and diplomacy were concerned in Eurore, 
Africa, Latin America, and Asia. Then a time came--and very recently--when the 
"two hegemonisms"--American and Soviet--were placed on the same footing with a 
complete lack of differentiation between them. 


Today, China indeed continues to describe the foreign policy of those two coun- 
tries as "hegemonistic."” But it also distinguishes two different "natures" in 
what it calls American and Soviet hegemonism and concentrates most of its denun- 


ciations on American imperialism. 


American imperialism is very clearly defined as resulting from the very nature 
of capitalism. Our interlocutors emphasized that "one feature of the world's 
greatest example of monopoly capitalism" was that it tended toward hegemonism. 
During our discussions, they stressed the fact that this constitutes the funda- 
mental danger, and they place it at the head of their concerns. 
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America and southern Africa. Like us, it stresses the use by the United States 
of regional relays: South Africa, South Korea, Honduras, and so on. It affirms 
its solidarity with the peoples struggling against domination and intervention 


by American imperialism. 


Like us, then, the CCP condemns American imperialism's aggressiveness in Central 


Hu Yaobang condemned Israel's policy of aggression and violence, saying that 

its "small hegemonism" can only be exercised with the support of the United 
States. He said he agrees with our party when it states that the international 
community did not play its role sufficiently in Lebanon. He was careful to re- 
call that China has also had to combat imperialism, even by force of arms, and 
that tens of thousands of Chinese died in Korea or Vietnam when China intervened 
jointly and militarily at the side of the peoples of those two countries. He 
also recalled the hostility shown toward China by the United States during all 
the years in which the latter refused to recognize the PRC. He emphasized that 
even today, efforts are being made in the United States to perpetuate the divi- 


sion of China in connection with Taiwan. 


Priority Objective: Peace 


We are no longer in the period when China regarded world war as inevitable and 
even as likely to have beneficial effects on world revolution. Safeguarding 
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peace is now a priority objective in China's foreign policy. Hu Yaobang told 
us that that is the nost basic aspiration of the world's peoples. The CCP, 
drawing the conclusion from that stand, supports the struggle by peoples for 
peace. That is something extremely positive. 


In the field of disarmament, China made specific proposals at the United Nations 
last September. It said in particular that it favored an agreement on the non- 
utilization of nuclear weapons and for the simultaneous reduction in conven- 

tional and nuclear weapons, committing itself to halt and destroy its production 
of nuclear weapons if the United States and the USSR halt their tests and reduce 


their arsenals by half. 
Concerning Soviet Policy 


Criticism by the Chinese leaders of what they call Soviet hegemonism is less 
strong than their criticism of American imperialism or of "small hegemonisms." 
Making a distinction in kind between various forms of hegemonism, they seem to 
feel that it is not an immutable fact in the case of Soviet policy. 


In fact, the secretary general of the CCP limits "Soviet hegemonism" to three 
examples: the massive presence of Soviet troops along the Chinese-Soviet border 
and in Mongolia, the Soviet intervention in Afghanistan, and the aid that the 
USSR has given Vietnam to allow the latter, according to the Chinese Communists, 


to occupy Cambodia. 


Regarding the first point, the Chinese find it understandable that the USSR 
should maintain a certain number of troops along its borders, but they question 


the size of those forces. 


As far as Afghanistan is concerned, the Chinese leaders maintain their point of 
view while pointing out that they do not support the feudal lords and that they 
are hoping for a political settlement. 


The Cambodian question in particular was the object of attention by our inter- 
locutors and ourselves. While reaffirming his party's theses concerning the 
causes of the situation and its development, the secretary general of the CCP 
informed the PCF delegation of the specific Chinese proposals for a settlement 
of the Chinese-Vietnamese conflict. The content of those proposals was communi- 
cated to the Soviet deputy minister of foreign affairs by his Chinese counter- 
part during the latter's [as published] presence in Peking. Under those cir- 
cumstances, it will be understood, as we were requested to do, that discretion 
is the rule, since any false step could be harmful. 


One judgment can be made, however, and that is that the proposals are worth- 
while: they open up new prospects that should permit the start of a process, 
provided that all the parties concerned make the necessary effort. The start 
of such a process would have positive effects in improving relations with Viet- 
nam and the USSR. As a result of that discussion with the Chinese leaders, we 
feel that in the area of relations between the Soviet Union and China on this 
question, and despite positions that are very far apart, steps could be taken 
on the basis of the will for a political settlement proclaimed by both sides. 
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Georges Marchais emphasized this in Peking during the international press con- 
ference held by our delegation. Most of the world's observers noted it--some 
with satisfaction and others with frustration. But everyone acknowledges it. 
Our conviction is tha. grounds exist for serious discussion between the Chinese 
side and the Soviet side: discussion that will not try to lay all the blame for 
the situation on one side or the other, as was true 20 years ago, but discussion 
that will scrupulously respect each side's independence. As soon as the deci- 
sion is made to turn the page on the past, real and serious possibilities will 
exist for making progress, even though it is obvious that such a process will 

be complex and no doubt lengthy. 


China in the World 


Not too long ago, the Chinese divided the world into three major groups in ac- 
cordance with a theory known as that of the "three worlds": “he two superpowers 
on an equal footing, the industrialized countries, and the poor countries. 
China claimed for itself the role of leader of the Third World. 


Chinese Communists no longer talk about that theory. They no longer intend to 
play the role of leader or model. They are resolutely taking their place at the 
side of the socialist countries and the Third World. 


Concerning the notion of a "model," there is agreement between the CCP and the 
PCF that that harmful notion must be rejected. 


The fact that China now ranks itself with the socialist countries corroborates 
the new distinction that Chinese leaders make between American imperialism and 
"Soviet hegemonism."' This was reaffirmed several times by our interlocutors, 
who have drawn the conclusions from it. For example, when our Chinese comrades 
discussed the question of the errors and mistakes committed throughout history 
by this or that socialist country--errors and mistakes which have obviously 
helped to tarnish the image of socialism, particularly in the Western countries, 
and undermined, as our hosts pointed out, the struggle by Communist parties not 
in power--they also mentioned their own share of responsibility in that negative 
development. As far as we were concerned, we were sensitive to that argument, 
which contains a great deal of truth, although it is obvious to us that the 
existence and strengthening of the socialist countries constitutes a basic and 


decisive contribution to mankind's struggle. 


French-Chinese Relations 


Taking up the question of French-Chinese relations, our two parties expressed 
the hope that relations between the two countries would develop, particularly 


in the area of economic cooperation. 


Very naturally, Georges Marchais presented and reaffirmed our ideas on foreign 
policy and explained the foreign policy that we want France to pursue and hope 
that it will pursue--one based on independence, sovereignty, and security. The 
PCF delegation recalled that Communists oppose the policy of blocs and all align- 
ments of any kind and that they are struggling for the simultaneous dissolution 
of the military blocs, for peace, and for disarmament. We said that France must 
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take initiatives in that direction. Also recalled were our thinking and our 
proposals in connection with the new international order, a subject that held 
the attention and inc.-est of the PCF and the CCP and also constituted a point 


of agreement between them. 


Points of Agreement on Foreign Policy 


We reaffirmed our assessment of the international situation, the balance of 
forces, and the need to gather all forces together in action. 


We did not try to conceal disagreements concerning any of the big pr.. ‘ems pre- 
senting themselves in the world. On the contrary, we reaffirmed with total 
clarity and firmness the PCF's stands not only on what the CCP calls hegemonism 
but also on Afghanistan and Cambodia. 


In the matter of relations between China and the USSR, we emphasized the full 
attention that we have paid to the improvement of relations between the two 
countries in the interest of both peoples, the struggle against imperialism, 

and world peace. Without, obviously, having to play the role of intermediary 

or ambassador to one side or the other--no one has requested it, and we do not 
intend to do it--we did point out that it is good that dialogue between the 
Chinese and Soviet Communist Parties is beginning in a frank and open manner 

and that each side must listen to the other with a willingness to bring the mat- 


ter to a successful conclusion. 


In conclusion, it can be said concerning these questions of foreign policy that 
in today's new context, the two parties have important points of agreement that 
may permit joint action on behalf of the struggle against American imperialism, 
the struggle for peace and disarmament, the struggle by the peoples for their 
independence and sovereignty, the struggle for a new international order, and 
the need to reach a political settlement on the Afghan and Cambodian issues. 


More generally, it must be kept firmly in mind that nothing is frozen. On the 
contrary, things have begun to evolve and are evolving in a direction favorable 


to the fight by the revolutionary and progressive forces. 


The path thus opening up is certainly not completely blazed, either here or 
elsewhere. On the scale of history, China is barely emerging from its past 
period. It still feels that its dignity and national self-esteem were wounded 
in the past century, when it was dismembered by foreign countries. It was also 
undoubtedly offended later by certain behavior toward it which did not respect 
its full sovereignty and then, during the 1960's, by the attempt to freeze it 
out of the international communist movement. China and the CCP insist on re- 
spect for the independence and sovereignty they have acquired as a nation and 

a party. We were perfectly understood when we said that as regards the differ- 
ences of the past which brought the CCP into conflict with the rest of the in- 
ternational communist movement and with ourselves, there was responsibility on 
both sides and that it was necessary to turn the page and look to the future. 
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3. Relations Between PCF and CCP 


It also emerged from the talks we had that our two parties share the same view 
of the relations that should be established and developed between communist 
parties. Our two parties also intend to learn the lesson of history. 


Just as we reject any model for the national path to be followed, so we reject 
any idea of a center for the communist parties. From the standpoint of rela- 
tions between parties, we explained what we meant by new internationalism. Our 
two parties judge past experiences in that area in the same way. 


We added, and the Chinese leaders agreed, that all communist parties have borne 
a share of responsibility at one time or another in that we all acknowledged 

the existence of a center of the international communist movement: that the 

CPSU played the role of father party and the USSR the role of mother country. 

On that subject, Hu Yaobang said: "The pupil cannot throw all the responsibility 


on the teacher." 


It is true that one can understand the reasons for this error into which all 
communist parties have fallen. They are linked to the very history of the move- 
ment and, in large part, to the fact that for 25 years, the USSR was the only 
socialist country in the world. With the passing of the years, it is clear 

that from the moment that the difficulties with the CCP appeared--in the early 
1960's--the attitude of the communist parties was negative. 


In that connection, the revision by Chinese leaders of the thoroughly erroneous 
theses being defended by the CCP at the time would tend, according to some com- 
rades, to prove a posteriori that we were right on the questions at issue. But 
what is at issue is the method ypsed. The condemnation and de facto exclusion 

of China from what was still viewed at the time as a structured "movement," even 
though such a thing did not formally exist, was a serious error. We should have 
discussed the matter calmly among ourselves like brothers in combat. But another 
path was chosen. China itself, through its conduct toward the other parties, 


contributed to the rupture. 


Today, things are different. Socialism has become diversified and is diversi- 
fying steadily. National realities have become the foundations for reflection 
and action in each communist party, a situation that is not inconsistent with 
internationalism. In this context, each party decides sovereignly and in com- 
plete independence what its policy will be and what means it will employ to im- 
plement that policy. There is no longer a leading party with special preroga- 
tives. All the parties are on an equal footing. The CCP and the PCF agreed on 
that analysis, which corresponds to a historically new stage of maturity in 
socialism and the worldwide balance of forces. 


That positive and enriching development is leading to the establishment of new 

relationships--new methods of relations--between the communist parties and the 

world's forces for progress and emancipation. We can now join quite calmly and 
publicly with any communist party at all in noting points of agreement and dis- 
agreement: the existence of disagreements does not at all exclude interparty 


cooperation based on independence and mutual respect. 
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That is exactly what has happened with the CCP, just as it happened with the 
CPSU in January 19", 


We discussed everything without concealing our differences; we took note of a 
wide area of agreement and agreed to reestablish our relations and develop our 
cooperation. That cooperation has now resumed, after a break of 20 years, on 
the sound foundations that I have indicated. Anda plan for cooperation has 
been worked out and adopted. 


Object Lesson 


From every point of view, the visit that the PCF delegation has just made to 
China constitutes an event that has escaped the attention of no one--friend or 
enemy--because of what the CCP and the PCF are and represent, their position, 
and their national and international role. 


More generally, I will say that the trip constituted a real object lesson in 
terms of the ideas of our 24th congress. It illustrates and confirms the valid- 
ity of our policy and the possibility of making it a part of life. 


This trip enabled and does enable us to reaffirm our basic ideas regarding a 
national path to socialism. It enabled and does enable us to affirm our will 
for peace and disarmament. It enables us to put into practice a fruitful con- 
cept of relations between communist parties. It confirms to us that socialism-- 
yes, the socialist system--exists: that it exists within the framework of grow- 
ing diversity and that its diversity is a factor for considerable enrichment of 
the struggle by peoples, well illustrating the lucid assessment made by the 

24th congress concerning the socialist countries. It confirms to us that so- 
cialism achieves results, and what a result to have brought 1 billion people 


out of poverty and illiteracy! 


It confirms to us that the world is changing, that it is moving in a direction 
favorable to us, and that it is possible to assemble vast forces in the strug- 


gle against imperialism and for peace and progress. 


All the commentaries by the media, their scope, and their content witness to the 
positive impact made by this delegation. 


This is true on the national level: even those who do not wish us well have been 
forced to emphasize its importance and significance--notably that of implement- 
ing the orientation of our 24th congress concerning our new concept of relations 
between communist parties as part of a new internationalism. 


The event was also well received by the French Communist Party as a whole, as 
is shown by the numerous expressions of encouragement received from party mem- 


bers on this subject. 


Lastly, the strengthening of the PCF's international authority as reflected in 
this trip is also emphasized by the international press and by the interest it 
is arousing in all the communist parties and national liberation movements, in- 


cluding some social democratic parties. 


It was therefore a profitable trip and one in the interest of all those who, 
in France and the world, are struggling for justice and social progress, peace 


and disarmament, democracy, and socialism. 
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POLITICAL NORWAY 


WILLOCH SHAKEN BY FINANCIAL-SCANDAL CHARGES 
Copenhagen INFORMATION in Danish 24 Dec 82 pl 
TArticle by Ole Kromann] 


[Text] An exciting Christmas thriller with the very Prime Minister Kare 
Willoch as the 'villain' is these days emerging from the Norwegian press 
will its full political weight, and, each day, the press of the Opposition 
brings new disclosures in full-page articles printed in heavy printer's ink. 


The facts of this parliamentary Christmas drama are as follows: 


1. The two most powerful interest organizations of employers: The Federation 
of Norwegian Industries and the Norwegian Shipowners'’ Association have paid 

Kare Willoch more than 900,000 kroner from 1958 to 1981 (apart from the period 
when Willoch was minister) in addition to his salary from the Storting, without 
any work on his part for the money, which in terms of the current value of the 


krone is equivalent to approximately 2 million kroner. 


2. When as early as in February of this year the Oslo newspaper DAGBLADET 
revealed that Kare Willoch had been receiving an unearned salary for very many 
years, Kare Willoch maintained that he had not sought to keep the matter 
secret, and that his total income did not exceed that of a minister. 


After having examined the register of taxpayers, the Social Democratic main 
organ, ARBEIDERBLADET, has now established that this is not true. In the ll 
years from 1970 to 1981 alone, Willoch's extra income amounted to 946,000 

kroner. In addition, he was also paid a salary from the Federation of Nor- 


wegian Industries from 1958 to 1969. 


Suppression of Information 


3. At his semi-annual press conference last Tuesday (21 December 1982), the 
prime minister said that he had presented all the facts of this matter, but 
the same day that this was printed in the morning papers, DAGBLADET brought 
a new disclosure: the Norwegian Shipowners' Association paid half of the un- 
earned salary to then member of the Storting Kare Willoch, which salary was 
paid to him in the name of the Federation of Norwegian Industries. Kare 
Willoch now admits that he knew of this arrangement but says that he had not 
mentioned it as he “only had dealings with the Federation of Norwegian 


Industries." 
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In 1954, Kare Wi’loch was employed by the Federation of Norwegian Industries, 
but he continued : ceiving a salary after becoming a Conservative member of 
the Norwegian parliarent in 1958 His association with the Norwegian Ship- 
owners' Association was merely a temporary job during his student days in 1951] 
and 1952 within the Department of Statistics and Economics, a job wnich cannot 


justify the payment of unearned income amounting to nearly 500,000 kroner 


during the following years to the Conservative member of the Storting. 


4, The Norwegian Shipowners' Association apparently also noticed that a 
smell of burning was developing when the press started looking into the matter. 
The Norwegian Shipowners' Association not only tried to hide that Kare Willoch 
was on its list of salaried employees, but when the first disclosures of 
economic bonds between Kare Willoch and the Federation of Norwegian Industries 
emerged, the president of the Norwegian Shipowners' Federation, David Vikeren, 
ordered all papers on the relationship destroyed. They are not to be found in 
the files of the Norwegian Shipowners' Association today. 


And, now, the matter is growing like a snowball. The Christmas and New Year 
holidays with the Storting in recess makes it impossible to determine whether 
the snowball will develop into an avalanche when the prime minister in 1963 


wi.l be called to account. 


The chairman of the Labor Party, former Prime Minister Gro Harlem Brundtland, 
demands full openness on the large amounts of money paid to Kare Willoch by 
the big interest organizations. They create great uncertainty in connection 
with political activity, and that is very serious in a democracy, she sayse 


Corruption 


Her party paper, ARBEIDERBLADET, takes a tougher line in writing that “it is 
naive to overlook the possibility that the Norwegian Federation of Industries 
may conceivably have invested in Willoch with a view to getting something back 


in return." 
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illegal in the United States, and that Norwway should consider a similar 
statutory prohibition. The payment of extra money to serve other interests is 
corruption, the paper writes, refraining, however, from using the same descrip- 
tion in reference to the Willoch case. 


The editorial points out that such a relationship of economic dependence is 


"We expect a sequel when the Storting reconvenes after the New Year," is the 
comment made by the Oslo paper DAGBLADET. 








POLITICAL SPAIN 


DECLINE, DISPERSION OF FUERZA NUEVA PARTY 
Madrid DIARIO 16 in Spanish 4 Jan 83 p 6 


[Article by Charo Nogueira] 


[Text] Blas Pinar's ultraconservatives have been in a seri- 
ous crisis since their clamorous failure in the general elec- 
tions and it is leading them to political oblivion. Only a 
few hundred young activitists are trying to reorganize thenm- 
selves in order to return to "action". However, they find 
themselves leaderless and divided into many disagreeing 
groups. They are without financial resources--which is 
forcing them to close down their headquarters--and even 

the most radical want to expel the "folklorists" so as to 
show that "Jose Antonio is not Elvis Presley." 


The demise of New Force [FN] as a political party has meant that a large number 
of "active" young militants have become dispersed. In recent weeks, these 
militants have been attempting to unite. The task is not an easy one, however. 
There are too many contradictions at play. Also, for the moment, there is no 
leader capable of bringing them all together. 


Old wranglings have come forth amongst the Youth Force [FJ] rank and file as 
a result of FN's reconversion to a cultural association. Another more radical 
group, which does not reject action, if confronting Blas Pinar's followers. 
The latter want to follow the former party's guidelines and to dedicate their 
efforts toward the cultural associations. 


There is a lack of leaders for the leadership role. The youths accuse Blas 
Pinar of having prevented the emergence of new leaders by not accepting the 
presence of lieutenants. Even so, one can already see a number of candidates 
on the horizon who could fill the leadership position of all extreme Right 


youth groups. 


They Have Proliferated 


Francisco Carrera, presently leader of the FJ of Galicia and regional council- 


man, may take over the unification movement using the publication of a new 
magazine as the focus point. The other candidates are Luis Maria Sandoval who 
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is, according to people close to him, "more of an ideologist than a fighter"; 
Juan Carlos Casadwu* and, enjoying less support, Jose Luis Corral. 


Ultraright-wing groups have proliferated recently. Some, such as the Hispani- 
dad Association--headed by the former FJ leader for Madrid, Gonzalo Ruiz--or 
the Catholic Movement of Spain, led by Jose Luis Corral, are essentially re- 
ligious in character. It [sic] has approximately 100 members of which 10 can 
be considered to be "committed". The Spanish branch of the Brazilian Covadonga 
Association (which follows the principles of tradition, family, and property) 
could also be classified in the same manner. 


They Follow Tejero 


The Luis Moscardo group is led my Moncho Tejero, the son of the lieutenant 
colonel who was convicted for the 23 February attempted coup, and it follows 
his father's basic tenents. Some children of military men are among its sym- 
pathizers. The group maintains relations with different associations of orp- 
hans of terrorist acts. "This group's strength comes directly from Antonio 
Tejero's strength", said a youth connected with it. 


The association of former FJ leaders is trying to broaden its base. In order 

to achieve this, they want to start activities in the social movements. It 
includes several cultural groups and Paco Carrera will likely become its leader. 
They plan to publish a magazine at the beginning of next year and they do not 
discard the use of action to achieve their goals. 


The Youth Front, which has been in steady decline since the assassination of 
its leader, Juan Ignacio Gonzalez (the person responsible for the split with 
the FJ) has now practically disappeared. Some of its members have gone over 
to the syndicalist action of Jose Antonio Assiego while others have gone over 


to Narcisco Perales' phalangist groups. 


Very Split Up 


Front Line, where many youths who were expelled from other organizations went, 
has Juanjo Molina as one of its leaders. This group's detractors accuse it of 
"being made up of recycled garbage which has no misgivings about going through 


life as rockers." 


The Friends of Europe Circles (CEDADE) move almost exclusively in cultural 
circles. The National Revolutionary Youths (JNR), a splinter group of CEDADE, 


is of almost no importance. 


The extreme Right forces are very split. Everyone realizes that union is dif- 
ficult; almost impossible. Blas Pinar was FN's leader but certain sectors of 
the FJ had no qualms about criticizing him for his inconsistencies, his acts 


"of demagoguery’. 


Despite the criticisms, Blas Pinar held a certain amount of authority over the 
young people who are now searching for a leader who will lead the "theorists" 
as well as the "activists", of which there is more than 100 in Madrid. 
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the reconversion of FN, its crisis, may also carry over to the National Labor 
Force union. There is also no substitute for the leader, Blas Pinar, nor are 
the opportunities for the cultural associations very clear. while the young 
people think about organizing themselves under their own control, the adults 
play the numbers game and look at the possibility of selling the Madrid head- 


quarters. 


FN seems to have lost its legitimacy. Blas Pinar, the virtually undisputed 
leader, has remained silent since he announced the end of FN as a political 
party. During his entire term as leader, no one filled the number 2 spot. 

No one appears on the horizon to take up the reins of leadership nor are there 
any candidates coming forth for it. His team continues to consist of such 
people as Ricardo Alba, Angel Ortuno, or Luis Villamea. 


Those opposed to this group accuse the leadership of wanting to drag down other 
dependent organizations, such as National Labor Force. According to his de- 
tractors, Blas Pinar's group wants to strangle Assiego, the head of FNT, eco- 
nomically. They classify Blas Pinar as a "traitor". 


FN's economic troubles are considerable. The former headquarters at Nunez de 
Balboa has been for sale for a long time and rumors have begun to circulate 
that the title to the Mejia Lequerica buildings is to be transferred because 

of their high monthly cost. There is also a certain amount of discontent among 
the Blas Pinar group's followers. The magazine and publishing house do not 


have an overabundance of funds. 


Many of the young people do not want to be dragged by the downfall. The most 
radical sector of the ultraright organizations continues to consider that "ac- 
tion is possible" and it plans to start a "systematic struggle against the gov- 
ernment". Although they say that "the potential capability is there", the 
truth is that the number of followers "prepared for anything" is small. Also, 


police infiltration is very high. 


The relative tolerance that their acts enjoyed during the first years of the 
transition period is finished. ‘Their tactic now is to capitalize on the dis- 
contentment produced by the new government and to train the young believers 
in "the reign of Christ on earth". 


Fugitives 


They justify violent action as being a legitimate defense against those things 
they do mot like or that are contrary to their beliefs. "Besides, we are not 
going to Kill people. When there have been victims, it has been the result of 
an noon they sav. According to them, accidents, misdirected blows, or 
shooting @ue to nervousness were the causes of the murder of young people, such 
as the Sa ao Bar victim or the anarchist at the Azul cinema. 


They now h@ye more difficulty acquiring arms and financing and they explain 


that their international support is practically nonexistent. They realize 
that the new government will not make it easy for them. "It is more difficult 
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for us than it is for ETA [Basque Fatherland and Liberty Group], although we 
do not have it as hard as GRAPO [First of October Armed Revolutionary Group]. 
If someone kills one f us, no one will raise his voice in parliament", they 


comment. 


Madrid continues to be one of the places where che ultraright radicals are 
strongest. The most active of these number about 100. Notwithstanding, in 
Barcelona it is the Nazi youth who are predomina t. The organizational struc- 
ture in Valencia is solid while that of Vallado.iid has been practically dis- 


mantled. 


The purist radicals are also bent upon "showing that Jose Antonio is not Elvis 
Presley. There is no confusing the two of them." This is to say that they 
want to eradicate all the folklore surrounding these ideologies. They attack 


Front Line for having done so. 


Some 20 ultraright youths who are in their 20's remain fugitives abroad be- 
cause they have been implicated in violent acts. They went to France initi- 
ally, (when they left individually without the support of an infrastructure) 
Or to South America. The countries preferred by the fugitives are Venezuela, 


Chile, and Argentina. 
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POLITICAL SPAIN 


COMMENTATOR CALLS FOR AMNESTY, AUTONOMY IN BASQUE REGION 
Guipuzcoa EGIN in Spanish 31 Dec 82 p 14 


{Commentary by Inaki Esnaola] 


[Text] More than 10 million people have once again opted for change in Spain 
by voting for the Spanish Socialist Workers Party [PSOE] in the 28 October 
1982 elections. I say that they have once more opted for change because that 
is exactly what they did in the 1977 elections, when Adolfo Suarez also pro- 
mised it. Everyone knows how it was afterwards. I hope that all the peoples 
of Spain who make up the electorate keep a clear head so that they may be able 
to see that the Felipe Gonzalez government is going to be the continuation of 
the "Leftish" (in real powers, of course) Adolfo Suarez one. 


And this is where nothing has changed, nor will it change; especially not for 
our people. Meanwhile, the head of government devotes his time to visiting 
the elite units of the armed forces, appoints ministers such as the interior 
minister (a former secretary of the vertical unions), and makes shameful pacts 
with businessmen and the banks. It should be recalled that the banks and the 
CEOE [Spanish Confederation of Business Organizations] have shown themselves 
to be most satisfied with the meetings they had with Felipe Gonzalez and his 
representatives. This is to say that the PSOE government is maintaining the 
practices of former governments (the same police and submission to factitious 
powers) instead of setting out in a logical manner to democratize and break 
with the former apparatus. It is restricting itself to appointing some people 
who until now were considered democratic. These people will not be able to 
perform democratic tasks given the present judicial framework which will re- 


main untouchable. 


And what is taking place in the Basque region? It's very simple: if what I 
have commented upon above is occurring in other parts of Spain, just imagine 
what is happening here. The new interior minister has already pointed out to 
us what the police procedures would be and in a speech before the Chamber of 
Deputies he received enthusiastic applause from members of the Popular Alli- 
ance while his "comrades" hid their faces, presumably in shame. By saying 
that it is all right to speak of the right to self-determination during elec- 
toral periods but that it "cannot be exercised because the unity of Spain is 
indisputable", Mr Gonzalez has also made this more than a democratic exercise, 
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he has made it a hoax. Meanwhile, and why not, everything that is believed to 
be outside the cons. ‘utional limits is attacked and once again an attempt is 
being made to put an end to ETA [Basque Fatherland and Liberty Group] using all 
methods of collaboration. This collaboration cannot be obtained as long as the 
State does not definitely break with the anti-democratic bonds that hold it. 
France has let as much be known by allowing ETA to be interviewed on two dif- 
ferent occasions on a widely watched French program. 


Given the expectations that all the Basque people (at least the majority) have 
maintained since after the elections, now is the moment for us to analyze if 
amnesty, as we understand it and as it was put forth by ETA, KAS [Patriotic 
Socialist Coordination] and subsequently Herri Batasuna, is really possible 


At this time, we go forth without legalizing all the Basque: political options 
that do not rescrt to violence. Democracy means that every citizen has the 
right to think, to assemble, and defend his political beliefs. What then 
justifies keeping political parties such as HASI [Revolutionary Peoples Soci- 
alist Party], LAIA [Basque Worker's Revolutionary Party] and others in a 


state of illegality? 


Out with the Civil Guard, the PN [National Police], and the CGP [General Pol- 
ice Corps] from the Basque region. These public order units have been the 
most direct initial supporters of the dictatorship and subsequently carried 
out the repression in the Basque country. These units have been trained in 
sheer repression and they are the evocative symbol of more than 40 years of 
torture among our people. During the last two decades, the Basques have been 
the ones who have suffered the most from their acts in all of Spain. Can any- 
one doubt that the presence of these forces lends to the view that the Basque 
country is occupied militarily and subdued by force? How can one ask an en- 
tire people to view their security guaranteed by the same people who have most 


directly treated them badly? 


The Basque country's national sovereignty is also not recognized, nor is the 
right to self-determination which includes the right to separation and the 
creation of our own independent state. The right to self-determination is a 
basic democratic principle recognized by the United Nations. It presupposes 
that any oppressed people can choose among centralism, federation or indepen- 
dence. Why is the Basque country denied this right? Is it only valid for 
African and Asian peoples? Navarre, which is not only a historical part of 
the Basque country but is also the cradle of the Basque people, has had a 
referendum imposed upon it to decide whether it will or will not become a part 
of southern Basque country. Why is the same right denied to southern Basque 
country vis-a-vis the rest of Spain? If the Navarrese must decide for them- 
selves what their relation is vis-a-vis Vizcaya, Guipuzcoa, and Alava, why is 
it not the Basques themselves and not the Spanish parliament who decide what 
their relations will be with the other peoples of Spain? Let us bear in mind 
that if the unity of "Spain" is sacred for the Spaniards then so is the unity 
of the Basque country--now divided between the two centralist states of Spain 


and France--for the Basques. 
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Jn the other hand, democracy implies that the people exercise sovereignty 
(Article 2 of the Spanish constitution). Today, a large sector of our people 
wants independence. What kind of a democracy is that that prevents them from 
defending their choice? Also, what kind of a democracy denies the right of 
the Basque people to freely decide their destiny? If democracy is based upon 
the people exercising sovereignty, why must it be the Spanish parliament that 
determines the most suitable socio-economic and political structures for the 
Basque people instead of these same people deciding for themselves? Is it not 
in this manner that an attempt is being made to have the Basques lose their 
language and (what amounts to the same thing) their own identity? 


There we arrive at the point of total amnesty. It would be the logical result 
of the end of all hostilities and the confirmation that all the objectives for 
which we have struggled have been achieved. This is to say that the prisoners 
may leave prison without fear of having to return. In other words, they leave 
prison because the reasons for their earlier struggle have disappeared. 


When we go protest in support of the prisoners on 2 January, we will be declar- 
ing our support for all these fully democratic points that can and should make 
a true amnesty possible. These same points are not just disclaimed but abso- 
lutely prohibited by Madrid. Thus, instead of remedying the causes of the 
problem, it is attacking its consequences. In other words, Madrid devotes its 
energies to repressing ETA as if it were dealing with a common gang of wrong- 
doers instead of asking itself why ETA exists and why ETA enjoys wide support 
among the people. Instead of Madrid understanding that the great majority of 
Basque people favors self-determination, it points out that the unity of Spain 
is indisputable. In the end, it will not understand that the Basque problem 
is a political one and, yes, repression against us will continue to increase. 
It will now be wrapped in the gocialism of "a group of Spanish nationalists", 
as Ronald Reagan, the American president has called them. 


It seems clear that the PSOE has not been able (or has not wanted) to untie or 
break the existing bonds. Congequently, the real powers will always obstruct 
the political path to be followed in Spain. One can also presume that it is 
their wish to maintain the Basque region in its current state of affairs. Has 
the PNV [Basque Nationalist Party] thought about this? Has the PNV thought 
through the implications of starting campaigns against the entire Basque na- 
tionalist Left and its coxsequences? Has the PNV thought about what the PSOE 
will start establishing in the Basque country as it leans for support on the 
presumed existence of two communities"? To my understanding, it is very easy 
to already foresee that if there are campaigns against the entire Basque 
nationalist Left, these groups will organize campaigns in their own behalf. 
The result would be civil confrontation which, far from resolving @nything, 
would be very difficult for the Basque Country and all of Spain to® surmount. 
That extreme Right organizations should be seeking this objective e under- 
standable, but that parties claiming to be democratic should do so”is less 
understandable. I would venture to say that it borders on insanity. 


Finally, the demands we are struggling for are not only reasonable but also 
plainly democratic. Topping them all is our demand for amnesty. It is for 














this that we, as the clearest expression of our entire struggle, are going to 
demonstrate for on ”? January. We will know how to classify the new government 
if it does not view t.is as democratic. lf, on the other hand, it believes 
our demands are reasonabie and shared by a large majority of our people, it 
will begin to contribute--as other Basque forces want to do--to civil normal- 
ization and the establishment of a democratic process in the Basque country 


and in all of Spain. 
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POLITICAL SPAIN 


PDL IN DISARRAY, POSSIBLE COOPERATION WITH AP SEEN 
Madrid EL PAIS in Spanish 13 Jan 83 p 14 


[Text] The founding congress of the Liberation Democratic Party [PDL], 
headed by Antonio Garrigues Walker, opens tomorrow in a climate of disagree- 
ment with the confrontation of two groups: those who wish to go into the 
elections in coalition with the Popular Alliance [AP] and those, apparently 
in the majority, who prefer not to form a coalition, at least nationwide. 
The latter position is the one held by Garrigues himself, who yesterday 

had an interview with Felipe Gonzalez at Moncloa, probably to show how far 
apart he ic from the AP. 


The anticipated announcement, within the next few hours, possibly at the 
same time as the opening of the PDL congress, of a new party to be called 
Liberal Union, UL, will contribute to making the atmosphere even chillier. 
UL, a group clearly supported by Manuel Fraga, will be directed by Pedro 
Schwartz, the AP deputy from Madrid, though a prominent personality such 
as Fernando Chueca has been sought to preside over it. 


Neither Schwartz nor [gnacio Camunas, Garrigues' other competitor for 
liberal hegemony, will attend the PDL congress but it will be attended by 
representatives of the Liberal International [IL] of which both Camunas 
and Garrigues are vice presidents. 


The establishment of the Liberal Union [UL], which initially, as its own 
backers recognize, will have barely half a dozen members, is considered by 
the PDL to be an attempt by Fraga to exert pressure on Garrigues so that 
he will end up by accepting the municipal coalition with AP-PDP. 


The president of AP displayed a special interest during the last months in 
representing himself as a liberal-conservative in contrast with the liberal- 
progressive tag displayed by Garrigues. Manuel Fraga has on several 
occasions--the latest of these was on 24 December--attempte to convince 

the PDL leader that he should join the coalition. 


It is believed that some of Garrigues' militant followers, especially in 

areas such as the east coast of Spain or the Balearic islands, are inclined 
toward approaching the AP. This same struggle is now being carried over to 
the Federation of Liberal Clubs [FCL], especially the Liberal Club of Madrid 











over which Schwartz presides. The battle of the clubs will take place 
tomorrow, shortly hefore the PDL congress opens. Many of the militant 
members are attemptiny to cause Pedro Schwartz to resign from the presi- 
dency in Madrid. 


Under these conditions, the final result of the PDL congress, to be held 
tomorrow and Saturday, seems at least doubtful in spite of the possibility 
that the Garrigues party may be strengthened by the entrance into it of 
certain presonalities. Justino de Azcarate has been approached about 
accepting the presidency. It is also likely, although not certain, that 
some former minister of the last UCD cabinet--such as Soledad Becerril-- 
will announce that he is joining the PDL. 
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POLITICAL SPAIN 


BERENGUER OFFERS RATIONALE FOR PAD-PSOE MERGER 
Madrid EL PAIS in Spanish 11 Jan 933 p 12 


[Text] Pere Miguel Campos, Alicante--Luis Berenguer, PSOE [Spanish 
Socialist Workers Party] deputy and Valencia regional president of PAD 
[Democratic Action Party] yesterday told EL PAIS that the integration of 
PAD into the PSOE after the congress of Francisco Ferrandez Ordonez" party, 
to be held on 23 January in Madrid, "arises from the consideration that the 
consolidation of the social-democrat ideology is more important than the 
future of PAD." 


Berenguer, the author of the only paper on integration prepared thus far 
for study by the delegates attending the congress, believes that among PAD 
militant members there are three positions which will have to be sifted out 
at the congressional meeting. There are those for the continuation of the 
party; those for the party's dissolution; and the majority sentiment in 
support of joining the PSOE ranks. The deputy from Alicante believes that 
the question to be asked is not so much whether or not PSOE is social 
democrat but "whether we social democrats can remain at this time in an 
Organization other than the PSOE." 


The draft of the paper on integration, submitted last weekend for conside- 
ration to the Alicante provincial assembly and yesterday, Monday, to the 
Castellon and Valencia organizations, contains the draft of a resolution 
proposing "the integration of PAD into the PSOE and authorizing the secre- 
tary general of the party to negotiate the concrete terms of that 
integration." These words do not appear in the text of the paper. This 
presupposes that Francisco Fernandez Ordonez will be the one to take on 
the job of arranging the integration based on a vote of confidence which 
the congress will give him. 


In reply to a question by EL PAIS, Luis Berenguer said that the paper does 
not contemplate any quid pro quo. He said, "We have never engaged in 
political horse trading and we are not going to do so now. We are trying 
to work up a majority in favor of the change which we advocate." In the 
proposal, after analyzinyz the birth and activities of PAD, some thoughts 
on the current situation of Spain following the legislative elections are 


presented. 


According to Luis Berenguer, "From the outcome of those elec-ions and from 
the attitude of the current government, one can deduce that what is most 
important is the consolidation of social democracy." This is very important 











for the PAD deputy in view of the collapse ot the political center, "which 
has become an app idage of the right. The latter has returned to its 
origins, no longer putting its money on a disguised right which the UCD, 
Democratic Center Union, was at one time." The continuation of PAD as a 
political organization, after rejecting dissolution and integration, would 
involve the danger of "falling within the sphere of the right due to the 


disappearance of the center." 
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POLITICAL SWEDEN 


NEW FOREIGN TRADE MINISTER MATS HELLSTROM COMMENTS ON GOALS 


Stockholm SVENSKA DAGBLADET in Swedish 12 Jan 83 p 5 


[Article by Elisabeth Crona: "New Minister Praises Free Trade, Says Good 
EC Contacts Important for Sweden"] 


[Text] "The previous government neglected contacts with 
the EC."" Olof Palme strongly emphasized European ques- 
tions on Tuesday when he introduced his new Minister for 
Foreign Trade. Mats Hellstrom sang the praises of free 


trade. 


Palme disclosed that in order to demonstrate Swedish interest, he and 
Hellstrom would make an official visit to the EC in the spring. 


"Contacts with the EC are an extremely important part of our trade policy. 
Cooperation can only develop if we make this clear. But if we had become 
a member, we would have had serious problems. Foreign policy decisions are 


of course continuously being made." 


Broad Contacts in Third World 


Mats Hellstrom agreed with the prime minister's assessment of the EC, and 
made a comparison himself with an equally great market, the United States. 


"The EC is more oriented toward the third world. Contacts with underdevel- 
oped countries are extremely broad." 


The new minister was careful about what he said on concrete questions. He 
first wanted to set foot in his department. But he made a declaration of 
principle about free trade vs. protectionism: 


"As a small nation we have always been dependent on export. We have a basic 
interest in free trade. It is not good when protectionism spreads. 


"Protectionist tendencies are just now increasing abroad. That is a 
worrisome development.” 
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Mats Hellstrom's tasks will be the same as those of previous ministers of 
trade except for li teries, customs, economic defense and consumer affairs. 


Aid Remains in Foreign Ministry 


Aid remains with Lennart Bodstrom in the Foreign Ministry. Palme said that 
the boundary lines are clear. 


He emphasized that according to plan he waited until the first of the year 
to select the new minister--partly so that the departmental reorganization 
would be completed, and partly so that the chairman of the Finance Committee 
could complete the session. 


"Mats Hellstrom was one of the early candidates. But it was not until 
rather late that Anders Thunborg did not consider himself qualified to be 
minister of foreign trade. 


One of Mats Hellstrom's first tasks will be to contact the committee which 
is supervising the effectiveness of the South African law, and which finds 
itself in an "intensive phase." 


One of his most important tasks for 1983 will be "to work for the success of 
devaluation in bringing about increased export." 


Equal Aid 


Mats Hellstrom defines the balance between aid and trade as follows: "Aid 
will be given on the terms of the recipient. If that also creates increased 
empJoyment in Sweden, so much the better. 


"Our aid recipients also emphasize that. Relations will be even better if 
the aid gives something back to Sweden.” 
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POLITICAL SWEDEN 


CONSERVATIVE PAPER COMMENTS ON NEW FOREIGN TRADE MINISTER 
Stockholm SVENSKA DAGBLADET in Swedish 12 Jan 83 p 2 
(Editorial: "The Minister of Foreign Trade"] 


[Text] The first defection from the Palme government happened before the 
cabinet was fully manned. Purely formal reasons naturally delayed the 
naming of the foreign trade minister. Still, the delay is naturally an 
indication of Palme's difficulties in getting his "number two" in shape. 


Apparently it has been difficult for the prime minister to find a foreign 
trade minister. Even if Mats Hellstrom presumably belonged to the group of 
cabinet candidates, his position as chairman of the Riksdag Finance Commit- 
tee indicated a 3-year exile outside Government House. One would not rea- 
sonably change the chairman of that important Finance Committee as one would 


change his shirt. 


Hellstrom's move from the Foreign Affairs Committee to the Finance Committee 
was surprising. Foreign policy has been his foremost specialty. In the 
Foreign Affairs Committee, however, it seems they expect future politically 
sensitive questions after the transfer of power on which Hellstrom would 
have been forced to shift his position and say yes, when during the bour- 
beois years he said no. 


In Lennart Bodstrom the UD [Ministry of Foreign Affairs] has a chief who 

has not previously worked with foreign policy as a specialty, with Pierre 
Schori as undersecretary, who earned his spurs in the Socialist International 
and with Mats Hellstrom as foreign trade minister for whom trade policy is 
not exactly familiar. The most experienced in foreign policy, Anders 
[Thunborg, became defense minister. 


The foreign policy which confines Hellstrom has had ideological markings 

and a tendency toward improving the world--the nuclear weapons-free zone-- 
within it. The trade policy is by nature more substantial, and Hellstrom 
can be said to be quick at learning. He did not delay longer than until the 
Riksdag had a socialist majority before Hellstrom swallowed Swedish member- 
ship in the Interamerican Development Bank (IDB) which his former opponents 
joined and were responsible for. 


89 











As all other cabinet members, Hellstrom has the right to show what he can 

do betore it is ti tor a testimonial. There are many indications that 
Palme is getting a tride minister of his own temperament: Stockholm boy 
Hellstrom is not likely to yearn for blue seas and white birches, and before 
long the two will appear well together. 


Foreign trade minister is an important post in the government. That is as 
it should be. It is therefore necessary to complain that Olof Palme 
allowed himself to be persuaded to turn over the Department of Trade to the 
UD. There has always been conflict between UD and the Department of Trade 
about where foreign trade belongs--and UD now has won for the time being, 
becoming somewhat of a commercial firm. Everything that deals with foreign 
trade and international trade affairs is however of such importance that it 
deserves an independent department, much more than to turn it over to a desk 
in the trade house of UD with the nuclear weapon-free zones, UN declarations 
and toreign aid. 


Trade policy is in fact too important to entangle it in this conglomerate. 
[It is often important to draw clear dividing lines between foreign policy 
and trade policy, and it will now be Hellstrom's job to do that. And if 
anyone asks why Undersecretary Carl-Johan Aberg was not promoted after 
having taken care of trade matters for a time, an explanation can be that 
he and Kjell-Olof Feldt could not fit comfortably in the same cabinet. 
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POLITICAL SWEDEN 


LIBERAL ORGAN BACKS HELLSTROM AS NEW MINISTER 

Stockholm DAGENS NYHETER in Swedish |2 Jan 83 p 2 

[Editorial by OK: "Mats Hellstrom"] 

[Text] Mats Hellstrom is the new minister of foreign trade, the missing 
card in Olof Palme's government *%-nd. That long-awaited move was unexpected, 


mainly because it was expected way back in October. But then the deserving 
Hellstrom had to stand aside for Anders Thunborg, who in the end refused. 





Large parts of the dispersed Department of Trade are now going into the 
Department of Foreign Affairs. It can be useful that a cabinet minister 
will concentrate on foreign trade, which in the strategy of the new govern- 
ment is of central importance. It is important chat a politician, not a 
technician, will now have that delicate task. The weakness in the reform 

is mainly that the other tasks of the Department of Trade, not the least 

of which are the consumer questions, are now disappearing into other depart- 


ments. 


With Mats Hellstrom another foreign policy expert enters the government 
circle. That can cause confusion. But it is valuable that Hellstrom's 
interests mainly concern the Nordic and European countries, where our trade 
policies are decided. Palme's official visit to EC in the spring and to 
Norway this week further emphasize that. 


Aid will remain under Foreign Minister Bodstrom. That can perhaps facilitate 
drawing a clearer line between aid and trade, even if they are now in the 


same department. 
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MILITARY INTERNATIONAL AFFAIRS 


BRIEFS 


SWEDEN SELLING NORWAY MISSILE 70--Bofors has received Norwegian orders for 
Missile 70 amounting to 445 million kronor, not 600 million kronor as 
SVENSKA DAGBLADET reported last Sunday. SVENSKA DAGBLADET's figures were 
based on faulty information from the Norwegian Defense Department. Further 
orders, so-called options, could come in 1984. Bofors announced that some 
of the manufacturing for compensation purposes will take place in Norway. 
Therefore the contribution to employment in Karlskoga is not as great as 
the amount of money would imply. Missile 70 can be fired a maximum of 5 
kilometers today, and the best accuracy in practice is achieved at 3-4 
kilometers. A night version of the missile which will perhaps have a 
longer range than 5 kilometers is being studied for the 1990's [Text] 
[Stockholm SVENSKA DAGBLADET in Swedish 12 Jan 83 p 7} 9287 
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MILITARY FINLAND 


NAVY ORDERS MISSILE BOATS FROM WARTSILA YARD 
} ‘lsinki HELSINGIN SANOMAT in Finnish 14 Jan 83 p 13 
[Articles "Navy to Get Three Missile Boats"] 


[Text ] In 1985 and 1986 the Navy will get three new Helsinki-class missile 
boats which will be built in Wartsila Oy's Helsinki shipyard, On Thursday the 
Council of State decided on the contract, which will amount to 184.7 million 


marks without sales tax, 


The procurement's effect on employment will be about 750 man-years and domestic 
industry will participate to the extent of about 70 percent in the construction 


of the boats, 


The procurement is based on the authority to requisition equipment granted in 
last year's budget, Funding will be distributed over the period from 1983 to 


1986, 


The prototype of the class, which was christened the "Helsinki," was built in 
1981, Equipment that will became obsolete in the middle of the present decade 
will be replaced by boats of the Helsinki class which are "light and have 
striking power," Both the Secand and Third Parliamentary Defense Committees 
recommended procurement of thege missile boats, 


The first boat of the series was made entirely of welded aluminum, The hull 
is reinforced with ribs and longitudinal stiffeners and in addition it is pro- 
tected against corrosion by surface treatment and anodization, 


The missile boat "Helsinki" is still a missile boat without missiles since its 
only weapons are a genera).-purpose Bofors 57=mm cannon at the bow and a double=- 
barreled Russian 23=mm antiaircraft gun at the stern, 
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GENERAL NORWAY 


NORWAY INCREASING RESEARCH ACTIVITIES IN ANTARCTICA 
Plans for 1984-85 Expeditions Being Set 
Oslo AFTENPOSTEN in Norwegian 7 Jan 83 p 20 
[Article by Helge Sandvig: Thirty Researchers on Expedition" ] 


[Text] Following the government's decision to send out, contingent upon the 
Storting’s approval, a Norwegian expedition to Antarctica during the 1984-85 
season, research institutions have been contacted so that they may propose con- 
crete projects. Preliminary plans include a cruise in the southern Antaractic 
Ocean from 1 January to 1 March 1983, with main stress upon research in vari- 
ous geophysical disciplines, geology and biology. It is planned to send about 
30 researchers, under the leadership of the Norwegian Polar Institute, several 
of whom will work in central sections of Queen Maude Land. 


Since the 1978-79 season, Norway has not found it expedient to send expeditions 
to Antarctica in Norwegian ships. The decision to send out a new Norwegian ex- 
pedition was therefore greeted with satisfaction in many research milieus. 
Further, according to plans, Norway prior to the expiration in 1991 of the 
Antarctic Treaty will have sent three Norwegian expeditions, including the one 
in the 1984-85 season, to the southern polar continent. If the treaty is not 
renewed, all agreements on cooperation may cease to exist, and signatory powers 
may be able to assert the right to occupy claimed areas in Antarctica, or at 
least to adjust their right in accordance with the principles of international 
law. And before the first guidelines for Norwegian Antarctic policy are estab- 
lished in this context it is considered necessary to continue to emphasize 
Norwegian efforts in Antarctica in Norwegian claim areas such as Queen Maude 


Land and Bouvet Island. 


The letter to Norwegian research institutions requesting that they propose con- 
crete research projects was mailed yesterday by the Norwegian Polar Institute 
and the Norwegian Natural Sciences Council. Concrete plans for the expedition, 
as well as the budget, will be presented to the Storting as part of the regular 
debate on the 1984 state budget. The Norwegian Polar Institute will have bud- 
getary responsibility for the expedition, and the Norwegian Natural Sciences 
Council will jointly with the Norwegian Polar Institute plan the scientific 


program. 
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Researcher Olav Orheim of the Norwegian Polar Institute informs AFTENPOSTEN 
that in addition to Research in Queen Maude Land, a number of studies will be 
undertaken on Bouvet Island. In addition, considerable research will be car- 


ried out in the Weddell Sea. 


"It is natural," says Orheim, "to see this research in connection with some of 
the central problems now being discussed as pertinent to Antarctica--mineral 
resources, primarily. There we encounter questions dealing with the conflict 
between resource and the environment, security aspects, and other problems 
that must be clarified for protection of nature and life in Antarctica before 
eventual oil and mineral exploitation is begun. 


"On shore, such exploitation is unthinkable for the foreseeable future, but 

in the ocean the possibility exists. Had it not been that the signatory pow- 
ers obliged themselves to abstain from drilling for oil for commercial exploi- 
tation, the exploratory phase would already have been underway in Antarctica," 
says Orheim. 


Seismic search in ocean areas of the Antarctic have already been undertaken on 
a rough scale by, among others, Norway, Japan, and West Germany. 





[Question] In your opinion, will the plan now being prepared by the govern- 
ment for the 1980s be adequate to assure Norwegian influence upon developments 


on the southern polar continent? 


[Answer] In the family of treaty signatory countries, yes. If we send three 
expeditions south along toward 1991, it will be a good way of showing Norwegian 
interest in the area; adequate to preserve our standing as claimant to Antarc- 


tic areas. 


Orheim also points out the comsiderable efforts Norwegian researchers, singly 
or in groups, have made as participants in or accompanying expeditions of other 
countries. They should not be overlooked, though Norway in recent years has 
lagged behind other signatory countries as concerns sending expeditions in our 


own ships to the southern polar continent. 


Current Activities Described 


Oslo AFTENPOSTEN in Norwegian 7 Jan 83 p 20 


[Article by Torill Nordeng: "Continued Norwegian Research in Antarctica: ] 


[Text] Even though Norwegian authorities cannot every year equip expeditions 
to Antarctica, Norwegian researchers are frequent guests in expeditions finan- 
ced by other countires. In January, marine biologists Egil Sakshaug and Svein 
E. Devolden are heading south. They will study plankton and krill aboard dif- 
ferent expeditions, both American. This is Sakshaug's second expedition and 
Fevolden's third. They both refer to Antarctica as an exotic area, though 


from a different point ov view. 
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Egil Sakshaug left for the Scripps Institution of Oceanography in California 
6 January. There |.° will carry out preliminary work jointly with 12 American 
researchers, Sakshauy »>cing one of three who will study plankton. From Cali- 
fornia the expedition will travel by air to New Zealand and on by air to the 
McMurdo base in the Ross Sea. The American icebreaker Polar Star will pick 
up the 13 scientists, and aboard the 10,000 ton vessel they will travel west 
and plow through the ice along three fourths of the Antarctic continent. 


Eight land stations expect visits by the crew of Polar Star, but Sakshaug 
laments that the researchers will probably not get ashore. 'The ship carries 
a crew of 154, while the scientists will number only 133. This is rather 
unusual when Americans equip an Antarctic expedition, and one might ask why 

a crew of 154 is necessary," says Sakshaug. 


In accordance with the Antarctic Treaty all signatory powers may inspect and 
check each others’ bases. "This is what the Americans wish to do," says 
Sakshaug, "While the scientists will assess the number of birds and mammals 


and measure the growth rate of algae." 


The Polar Star cruise will last for seven weeks, and Sakshaug thinks he will 
return with expanded basic knowledge of growth conditions in the very nutrient- 
rich ocean areas. "This knowledge can be compared to conditions in areas clo- 
ser to us, such as the Barents Sea, though the nutrient base in the North is 


much poorer," he says. 


The Krill Stock 


Marine Biologist Svein E. Fevolden, of the Oslo University, moves a few steps 
upward on the marine nutrient chain. He isthe Norwegian expert on Antarctic 
krill. On 12 January he will leave his desk at Blindern [site of Oslo Univer- 
sity] to become a guest researcher at the American land base Palmer Station on 
the Antarctic Peninsula. Together with 35 others, he will spend two months 


there, where fall is now approaching. 


"We have known for a long time that much krill is found in the ocean surround- 
ing Antarctica. I shall attempt to determine the structure of the stock. 
Several spawning stocks probably exist, but we know very little about the life 
span of krill, what it is affected by, and how the ecosystem will be affected 
if exploitation of this protein-rich source of food is begun," says Fevolden. 


Though the extent of it is unknown, it is known that Japan, Poland, and the 
Soviet Union are already carrying on extensive fishing for krill around some 
islands in the southern Polar ocean. 





"The primary purpose of this krill research is that of establishing how ex- 
ploitation can be begun without destroying the spawning stock," says Fevolden. 


Fevolden intends to collate the results he will now obtain with his results 
from previous expeditions and with what a West German research group has dis- 


covered. 
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Very advanced experimental krill research has for a long time been carried 
out at the Palmer station. Krill represents a food resource of unknown, but 
very great value, and in addition it is the main source of all life in 
Antarctica. 
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